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° 
Paying the Piper 
S {IR STAFFORD CRIPPS’S Budget is sound, courageous, realistic— 
and very dull. This last quality can be forgiven him in view of the 
other three. Indeed, in all the circumstances it is a positive merit. Not 
only have there been in recent weeks all the usual rosy speculations, but 
this is also, for all practical purposes, the pre-election Budget, since there 
can hardly be time next year, even if the present Parliament runs on to 
the last weeks of the statutory time-limit, to pass more than the simplest 
of Finance Acts before the election. A lesser man would have found 
some argument for dressing his electoral window. But not Sir Stafford: 
We have to face our economic and financial problems with realism and 
must not allow ourselves to be carried away by the quite understandable 
desire to court electoral popularity. 
It will be a poor day for Britain when such honesty is not recognised— 
and rewarded. Sir Stafford has once again shown that he knows the 
meaning of economic statésmanship. 

There will be some, it is true, who will say that he has done several 
shades less than his full duty. One of the tables in last month’s “‘ Economic 
Survey” has been taken as meaning that, if personal savings flow at 
the same rate in 1949 as in 1948, a.surplus on the combined budgets 
of all public authorities of much the same size this year as last would be 
needed to avoid inflation. This the Chancellor has certainly not done. 
With ordinary expenditure in the new year estimated at {131.8 million 
higher than in the old, he has contented himself with a revenue 
estimated to bring in £228.8 million less. In other words, his 
prospective surplus according to the traditional method of accounting 
is expected to be £360.6 million smafler than last year. The “ overall” 
surplus (that is, the difference between the totals of the Exchequer 
return, including both current and capital items) is to be a mere £14 
million instead of £352 million last year, and what Sir Stafford 
calls the “true revenue surplus ” is to be £492 million instead of £684 
million. But it would be very foolish to criticise this decision simply on 
the score of a statistical table in the “‘ Economic Survey.” Estimates of 
saving and capital formation are the most hazardous part of the calculation 
of national income, which is hardly yet an exact science; the new White 
Paper on the National Income corrects an error in the table’ in the 
“ Economic Survey ” ; one set of figures refers to the calendar year and 
the other to the financial year; and, finally, the whole “ Economic Survey ” 
is tacitly based on the assumption that the conditions of 1948 continue 
unchanged throughout 1949. It is far better to rely on a more simple 
and more general judgment. Is it right for the Government to aim at 
a “ true revenue ” surplus in 1949-50 something like £200 million smaller 
than in 1948-49? On a balance of considerations, political and 
economic, present and prospective, it would be asking too much of any 
Chancellor of the Exchequer to expect him to do more than Sir Stafford 
has done. 

To do as much has involved no little political courage. There has 
been strong pressure on the Chanceflor from within the Labour move- 
ment to reduce the purchase tax as a contribution towards a lower 
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cost of living. Not only has he been compelled, by the general 
structure of his Budget, to resist this pressure, he has done the 
opposite, for he has at long last taken steps to reduce the rate 
of subsidy paid on some important items of food. But no one 
who keeps a hold on reality can justly criticise him for doing so. 
Without these reductions, the total of subsidies would have 
risen to the fantastic level of £568 million a year, and even 
with them the total will be barely below that of last year and 
well above the successive figures at which successive Chancellors 
of the Exchequer have promised to stabilise it in the past. 
Nevertheless, it would be too much to hope that no voices will 
be raised in the Labour Party in criticism of this policy. And 
some of the zealots will also dislike the steps that Sir Stafford 
has taken to assist the business world in carrying the burden of 
taxation, such as the repeal of Dr Dalton’s nonsensical bonus 
duty and the increase in the “ initial allowance ” for the depre- 
ciation of plant and machinery. There are still plenty of people 
in the Labour party who look upon finance as a device by 
which the mass of the people can get something for nothing, 
and upon industry as a source of revenue that can be milked 
without limit. Sir Stafford did not mince his words with this 
school of thought. 


When I hear people speaking of reducing taxation and at 
the same time see the cost of social services rising rapidly, 
very often in response to the demands of the same people, I 
wonder whether they appreciate to the full the old adage, we 
cannot have our cake and eat it. 


The subsequent debate showed that many of these people are 
unrepentant. One of them has already spoken of “a Tory 
Budget,” which is a curious misuse of language, unless facing 
facts is to be regarded as a Tory monopoly. The Labour Party 
as a whole can congratulate itself upon this Budget. It is a 
very impressive thing that the party should produce a Chan- 
cellor, and sustain him in office, who can face unpleasant facts 
with such uncompromising realism. If the party supports this 
Budget with no more than a wry face at its austerities, if the 
Labour movement as a whole accepts its burdens (particularly 
the rise in prices consequent upon the limitation of subsidies) 
without any attempt to contract out of them by exactly compen- 
sating wage increases, then Labour will have given a convincing 
proof of its fitness to bear the responsibility of government. 


Sir Stafford’s realism extends to the longer run as well as to 
fhe needs of the moment. He has finally abandoned—and has 
done his best to make other people abandon—the pretence that 
the present level of Government expenditure is a temporary 
phenomenon of the transition from war to peace. Actually, 


End of a 


HE signing of the Atlantic Pact in Washington on April 4th 

was a solemn and triumphant occasion—and yet in some 

ways an equivocal one. The seven statesmen representing the 
nations which originally framed the pact—the United States, 
Canada and the Brussels Powers—could feel justified pride in 
all the patient work of drafting and negotiating represented by 
the treaty terms. The twelve Foreign Ministers together 
could feel with Mr Bevin that their achievement would 
bring a new sense of security and “a great feeling of relief 
to millions of people.” . Above all, everyone present in the 
auditorium or listening to the ceremony over the radio or reading 
of it through the length and breadth of the Atlantic world, must 
have felt that some historical miracle had taken place when 
Mr Dean Acheson stepped forward to add the signature of the 
United States and President Truman to declare that by this 
treaty the American people pledge themselves to maintain close 
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the level of permanent expenditure has been rising even faster 
than appears in the budget totals, for defence costs have fallen 
sharply since 1945. The Estimates for the Civil yotes in 
1946-47, the first year in which anything like the normal clasg. 
fication was restored, were £1,617 million ; this year they are 
£1,983 million ; and there are further “ automatic ” increases 
still to come. This is the welfare state showing its seamy side, 


We have chosen, quite deliberately—and in this all Parties 
have participated—to have our benefits in the form of extended 
social services. Each year, and year after year, we must 
provide, out of taxation, the money required for these services 
and for our defence.. From a financial point of view, this 
means a large budget and high taxation. 


It might be objected that the British people accepted each jtem 
in the bill separately, and that if the suggestion that the state 
should, in the name of their welfare, compulsorily spend 40 per 
cent of their incomes for them-had ever been put to them ag 3 
general proposition, they might have taken a different line. But 
as a matter of practical politics, the decision has been taken 
and does not look like being reversed. Certainly it does not lie 
with any politician to criticise the consequential taxes unless he 
also has the courage to propose in public the abandonment of 
the expenditure that makes them necessary. It is certainly all 
to the good that Sir Stafford should begin to rub into the 
British people what they have let themselves in for. 

The facts of the case, in fact, gave him no opportunity to 
bring much comfort. The only hope for any substantial reduc- 
tion in taxation lies in a rise in the real national income 
more rapid than appears likely if present methods continue. 
This being so, the chief criticism that can be made of the Budget 
speech is that it made such a timid and tentative beginning with 
the task of overhauling the whole system of taxation in the ligte 
of its economic effects. It is true that the Chancellor promised 
a “comprehensive inquiry” into the subject of the effect of 
taxation upon industry, but he proposes at the moment to make 
only a small beginning by setting up a committee to inquire 
into “the technical issues which arise in connection with the 
computation of taxable profits.” This is a step in the right 
direction. But the task is very urgent. It is disconcerting to 
discover that nothing has been done in the past year and alarm- 
ing to reflect that, with an election intervening next year, 
nothing but inquiry—and that on a narrow front—will be done 
for two years more. The economic future of Great Britain is 
a race between the progressive forces seeking to raise the national 
income and the slow strangulation of 40 per cent taxation. It 
is wrong to give the fiscal garotte such a long start. 


Beginning 


relations with their eleven partners and “to come to the aid 
of any one of them that may be attacked.” 

American isolation has lasted so long and played so heavy 
a role in the preparation and early stages of two world wars 
that its formal disappearance constitutes one of the turning 
points of the century. The sense of wonder at the change 
has been a little blunted by the slow and steady evolution of the 
last two years. When the treaty was finally signed on Monday, 
people had, no doubt, to jog themselves to remember how 
strange and wonderful the American response had proved to be. 
But if any treaty-signing can be a landmark in history, it is the 
signature which marks—more specifically than the Charter of 
the United Nations—the end of America’s isolation from the 
outside world. 

Should not the occasion then have been one of unmixed 
congratulation and content ? Yet it clearly was not so. 
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of the speeches showed an undertone of concern and, almost 
without exception, the statesmen stressed their belief that the 
signing of the Pact represented a beginning, not an end. And 
ina strict and literal sense, this is of course true. In the first 
place, the Pact will not come into effect until it has been ratified 

seven Powers, including the United States, and there is 
more than a possibility that the Senate will postpone ratification 
for a considerable time. Four weeks have been lost on the 
Senate’s filibuster ; approval of the second year’s contribution 
to Marshall Aid has taken much longer than was expected ; 
a waole backlog of urgent domestic legislation has still to be 
considered ; and Senator Scott Lucas is thinking of a special 
session in the summer to which ratification of the Pact, among 
other things, may be deferred. 


Ratification is not the only hurdle in the way of the effective 
fynctioning of the Pact. In its present form it is still more 
of a promise to western Europe of eventual liberation than 
an assurance that invasion can never take place. For it to 
become a full instrument of security, its strategic implications 
have to be agreed and the scale and distribution of rearmament 
assessed. American military authorities are fully aware that 
immediate defence and eventual liberation are different matters. 
They know that it is in American as well as European interests 
that a potential enemy should be held on his own frontiers and 
not permitted to overrun all America’s allies, leaving the United 
States in complete geographical isolation. General Bradley, 
Chief of Staff of the United States Army, made the point with 
great cogency and force three days ago: 

It must be perfectly apparent to the people of the United 
States that we cannot count on friends in western Europe if 
our siraicgy in the event of war dictates that we shall first 
abandon them to the enemy, with a promise of later liberation. 
Yet that is the only strategy that can prevail if the military 
balance of power in Europe is to be carried on the wings of 
our bombers and deposited in reserves this side of the ocean. 
It is a strategy that would produce nothing better than im- 
potent and disillusioned allies in the event of war. 

This did not mean, the General continued, that the whole matter 
of defence could be left in supine fashion by the European 
nations to the Americans. But if the Europeans were 


. . to save themselves, they must have the will and the 
means to resist. This will to resist is developed partly by 
possession of the means—tanks, planes, guns—and partly by 
the assurance that they would be adequately helped in sufficient 
time. 

The General’s views are fully shared by the American ad- 
ministration and no attempt has been made to hide from 
Congress the fact that the Atlantic Pact will be effective only 
if it is accompanied by a large assignment of arms to western 
Europe, and by the evolution of a defence plan which involves 
American military commitments in Europe. Both these possi- 
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bilities are, however, highly unpalatable to a minority in the 
Senate. Senator Taft has placed on record his hesitation at 
the thought of the United States. becoming “ the policeman 
of western Europe.” And at a time when the present revenue 
of the American government may be insufficient to cover exisi- 
ing commiiments and the passage of the ERP appropviation 
is running into stiffer opposition than was at first expecied, 
Senator Taft will not be alone in deploring an Arms Bill of at 
least a billion dollars, which can be met only by deficit financing 
or by conceding the increases in taxation for which President 
Truman has pressed. 

There is thus, even in the short run, some rough ground to 
cover before the Atlantic Pact,can become a really effective 
instrument of security. Nor is the outlook forethe longer run 
entirely smooth, It is true that America’s departure from isola- 
tionism is epoch-making ; yet, behind all the freshness and 
strangeness of full American participation in Atlantic defence, 
lies the fact that the Americans are only doing what other 
sovereign states have done again and again through the centuries 
—they have joined in a defensive alliance against a potential 
aggressor If peace and full security could be automatically 
secured by such a means, they would not have proved illusory so 
often in the past. A genuinely new approach to security repre- 
sented first by the League of Nations and later by the United 
Nations has been frustrated twice in a generation. Although, in 
one sense, the Atlantic Pact can be smuggled in as a regional 
agreement within the Charter of the United Nations, the Foreign 
Ministers on April 4th made no secret of their realisation that the 
new Pact is to some extent a retreat. As Mr Bevin put it, when 
trust in the United Nations vanished with the Russian veto, 
“we had to get together to build with such material as was 


available to us.” 
* 


The great question therefore before the signatories of the 
Atlantic Pact is whether the ceremony on April 4th was the 
end or the beginning. Would they. be content to rely on an 
old-fashioned defensive alliance and leave diplomacy and the 
play of national interest to look after the rest ? Or would they 
go forward to seek both among themselves and with the rest 
of the world new methods of co-operation and association ? 
Mr Lester Pearson, speaking for Canada, took this hopeful 
line when he asserted 

our treaty is no mere Maginot Line against annihilation, no 

mere foxhole from fear, but a point from which we start for 

yet one more attack on all those evil forces that would block our 
way to justice and peace. 
But what form is this attack to take ? The first step—military 
consolidation—has at least been considered, an Arms Bill has 
been drafted, the mechanism for closer staff talks exists in the 
combined Anglo-American Chiefs of Staff in Washington and 
the military organs of the Western Union. But long-term 
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political consolidation has not yet even been considered. If no 
more is attempted than exists today, the Atlantic Alliance will 
be no more permanent a foundation of political co-operation 
than was the system of alliances which existed in Europe before 
both wars. And, without lasting political association, all talk 
of permanent economic co-operation to follow the ending of 
Marshall aid is so much spent breath. It is, above all, in 
this larger political sense that the signing of the Atlantic Pact 
must be a beginning, not an end. If the western powers can 
geo no further towards political association than they went on 
April 4th, their alliance will ultimately share the fate of all 


History of 


is rare that a legal text book of nearly 800 pages can be 
recommended for general reading. But any Englishman, 
scholar or amateur, who is interested. in the social develop- 
ment of his own country, will read with great enjoyment Mr 
Radzinowicz’s “ A History of English Criminal Law.”* 

Froude, writing of the sixteenth century, declared that the 
English criminal law was in its letter one of the most severe in 
Europe and in execution the most uncertain and irregular. No 
one reading Mr Radzinowicz’s book would be likely to disagree. 
The savagery of the law in Tudor times is not, indeed, surpris- 
ing ; but it is remarkable that two centuries later, in the age of 
reason and in the heyday of thé Methodist and Evangelical 
revivals, the cruelty should be intensified, the death penalty 
extended, and mitigating factors forestalled and excluded in new 
criminal legislation. 

The depth of cruelty to which justice could sink is seen in 
the penalty for treason—hanging, drawing and quartering—a 
punishment which originated in the Middle Ages and lasted in 

modified form until the nineteenth century. The traitor 
was tied to a cart’s tail, dragged head down to the place of 
execution, hanged by the neck and cut down just in time to 
play a conscious part in the later stages of his punishment. He 
was then mutilated and eviscerated and finally had his head 
chopped off. The propriety of this torture was not questioned 
by respectable people, and the great Coke, in an almost in- 
credible passage, congratulated a traitor on the clemency of 
his treatment and explained for his comfort the symbolic 
significance of the different sorts of laceration to which his body 
was to be subjected. 

Inheriting this tradition of savage punishment, the eighteenth 
cemtury developed it along lines of its own. It specialised in 
the defence of property by making one offence after another 
punishable by death, and added altogether about 150 
felonies to the capital list, working it up by the year 1800 to 
a number variously estimated at slightly under 200 or a little 
more than 220. To be found near a highway with a blacked 
face ; to consort with gypsies ; to damage the head of a fish- 
pond ; to wander without a pass if you were a soldier or sailor ; 
to steal an article worth §s. from a shop or another worth 
40s. from a dwelling house—all these things entailed the death 
penalty ; and some of the Acts—notably the Waltham Black 
Act—were so comprehensively worded as to bring almost any- 
thing within the hangman’s sphere of responsibility. It was 
naturally the propertied class that supported the system most 
wholeheartedly. George Selwyn, the Whig MP, friend of 
Walpole and the Hollands, never missed an execution, and 
once travelled to Paris on purpose to see a man put to death, 
securing a place in the front row of the crowd because he was 
un anglois et un amateur. Archdeacon Paley, the judicious 
protagonist of religious truth, not only believed in the criminal 
Jaw as it stood, but was attracted by a proposal to make the 


*“ A History of English Criminal Law.” Vol. I. L. Radzinowicz. 
Sievens. 853 pages. £3 10s. 
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alliances. It will drift apart. If, on the other hand, the 
Atlantic Pact is to become the nucleus of a permanent politica} 
organisation of the free world, a community capable of i 
the modern challenge of atomic power and supersonic flight, 
then work on the elaboration of new forms of association must 
begin at once. Everything has shrunk in the modern wor 
except the pretensions of national sovereignty. If the Atlantic 
Powers can attack that last bastion of separatism and isolation 
then their Pact will go down to history as a real landmark 
and April 4th as one of the few genuine turning points jp 
modern history. 


Punishment 


punishment of murderers a hundred times more horrible than 
it was already. 

Towards the end of the eighteenth century the system was 
beginning to break down, but for a reason that reflected no 
credit on the clergy, the aristocracy or the legislature. It was 
not the parsons, the MPs nor the Lords Spiritual or Temporal 
who brought about reform. It was the ordinary men and 
women whose sense of decency was strong enough to undermine 
the whole cruel fabric. Most criminal charges then, as now, 
arose from theft ; and the crucial point when the time came for 
sentence was the value of the stolen goods. If the value was 
more than §s. in the case of shoplifting, or more than 40s, in 
a case of housebreaking, the sentence of death was inevitable. 
If it was less, the prisoner would live. The jurymen or the 
prosecution, by undervaluing the stolen goods, could present 
him with his life; and more and more people in the second 
half of the century were guilty of this pious perjury. 

The extent to which open undisguised perjury was carried 
on was extraordinary. A man was found guilty of stealing £50 
in cash, and the cash was valued on oath at 39s. A trunk con- 
training six guineas, two crowns, three silver shoe buckles, and 
eleven silver buttons was valued with its contents at 39s. A 
gold watch, gold watch string, gold chain, two diamond earrings, 
a silver snuff box, six silk gowns, two pieces of gold and silver. 
and ten pieces of silk were valued in the mass at 39s. Mercy 
and justice began to win a 39s. victory. 

What part was played in this drama by bar and bench is not 
easily determined. That most of the judges were solid 
obstructionists is true ; but the greatest figure in the ranks of the 
reformers was Sir Samuel Romilly, a barrister who, but for an 
untimely death, might have been Lord Chancellor. An even 
more famous lawyer, Lord Mansfield, once advised a jury 0 
find the value of a gold trinket at less than 4os.; and when the 
prosecutor declared that the fashion alone cost more than £4, 
his Lordship turned to the jury and said “God forbid we 
should hang a man for fashion’s sake.” Similarly, when a 
woman was found guilty of stealing clothes worth £3 10s., 
the judge or magistrate said to the prosecutor “if you can fix 
the value under 40s. you will save the prisoner’s life.” And the 
prosecutor replied magnificently “ God forbid that I should take 
her life ! I will value them at 8s.” 

But if there is something to be said for the lawyers there was 
nothing to be said for the bishops. When Romilly, in 1810, 
brought in a Bill to abolish the death penalty for ss. thefts, 
the Archbishop of Canterbury led six other bishops into the 
“No” lobby and contributed seven ecclesiastical mites to the 
successful defence of savagery. The record of the Anglican 
Church, says Mr Radzinowicz, is that it never led in any 
important movement for reform. When one contemplates the 
wrongheadedness of the governing classes, one can only say 
that Parliament and the ecclesiastics allowed to the Society of 
Friends and men if the humbler ranks of society a monopoly, 
in this province, both of statesmanship and of Christianity. 
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When Romilly committed suicide in 1818 he had achieved 
one or two minor reforms ; but the main position of his oppo- 
nents seemed intact, and he probably died thinking that he had 
failed. In fact the work had been almost done. © Far back 

creeks and inlets the tide of public opinion had eaten 
away the ground, and the defenders of wholesale capital punish- 
ment, whether they knew it or not, were in an impossible 
dilemma. Either they must agree go major reform or they 
must consent to the administration of the law being reduced 
to a haclequinade, While conviction for a 5s. theft meant the 
death penalty, juries would not convict ; and figures that have 
survived from the end of the century show very clearly what 
was going on in the courts. For instance, in the Home Circuit 
the yearly average for the decade 1785-1794 was 548 com- 
mittals, but only 66 convictions. It is a safe guess that of the 
548 people committed by far the largest proportion were charged 
with offences carrying the death penalty, and were, in fact, 
guilty ; but only 12 per cent of them received the sentence 
ordained by law. The signature of the pious perjurer is writ 
large in these statistics. 

Within twenty years of Romilly’s death the law was prac- 
tically transformed, the Parliamentary burden falling mainly on 
Sir James Mackintosh and Fowell Buxton. But, great as is the 
debt England owes to such eminent reformers, at least half the 
credit must go to those anonymous men in the jury box and to 
those faise-swearing witnesses who made the law unworkable. It 
was a soldiers’ battle and a soldiers’ triumph. And here lies 
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the all-important lesson for our generation—a lesson which 
rests at the heart of the problem of prison and punishment. 
You cannot have a good system of punishment, whether in 
prison or out of it, unless you are supported by a strong, healthy 
public opinion. The improvement in English punishment at 
the beginning of the nineteenth century was forced on Parlia- 
ment by the passive resistance of Smith, Jones, and Robinson, 
and the improvements of the twentieth century have been made 
possible by a growing tenderness of the national conscience 
and by fresh access of information about what goes on behind 
the prison wall. All the great reformers—Howard, Bentham, 
Elizabeth Fry, the Society of Friends—stimulated opinion ; but 
all of them were supported by it, and without that support could 
not have carried out their work, Unless the common citizen 
knows something about prisons and recognises his responsibility 
for them, the officials—however enlightened they may be—wiill 
find it difficult to keep the prison regime human, sensible, and 
reformative. And for this reason a society like the Howard 
League for Penal Reform, whose job it is to keep public 
opinion alive, to check complacency, to concentrate and 
dynamise the humanity of ordinary men and women, is of the 
greatest value and importance. If there had been an effective 
method of informing public opinion in the eighteenth century 
of the real mature of the horrors that were inflicted upon 
prisoners and criminals, the law would not have limped so far, 
so tragically far, behind the mind and instincts of the decent 
citizen, 


The Kravchenko Lawsuit - 


HE “ Kravchenko case,” which has just been decided (sub- 
ject to appeal) in Paris, was, in form, a suit for libel, But 

it became in fact a great political contest, and the judge, M. 
Durkheim, must at times have been hard put to it to preserve 
that “judicial ignorance ” which forbade him to have any know- 
ledge of Soviet Russia or of the doctrines and practices of the 
Communist Party save what was proved in evidence before him. 

The judge had té decide two questions: whether Mr Krav- 
chenko wrote the book I Chose Freedom, which was published 
in his name, and whether the account of his life and the picture 
of Russia given in it were, broadly speaking, true or untrue. 
The defendants, the French Communist review Les Lettres 
Frangaises, had alleged that the book was all lies, and that in any 
case Kravchenko did not write it, but gave his name to a “ ghost- 
written” propaganda fabrication. The two issues were separate, 
for the book mightghave been full of misrepresentation even if 
Kravchenko had written it; whereas it might have been sub- 
stantially true even if an American writer had composed it from 
information Kravchenko supplied. From a judicial point of 
view, moreover, the two issues wer€ not merely separate, but 
different in kind. The question of authorship was the sort of 
case with which courts of law are continually dealing. But in 
order to decide whether the book was truthful or not, the judge 
had to undertake nothing less than to sit in judgment on the 
greatest political issue of the age, to be arbiter in a war of two 
worlds and to give a ruling on the credibility of the Soviet 
Union’s official self-portrait. 

For the general public, in France or elsewhere, the question 
of authorship of the book has been of small importance. The 
Kravchenko libel action has attracted the attention of the world 
a a dramatic debate for and against Communism. It has been 
news. The spotlight of press publicity has been focused on the 
little courtroom where one witness after another has been giving 
answers, not so much to this or that query relating to Mr 
Kravchenko’s private grievance against Les Lettres Francaises, 
as to the great question which interests the man in the street: 
What is life under the Soviet regime really like ? Mr Krav- 


chenko’s book is not the only one written by a Russian emigrant 
describing this strange world from the experience, not of a 
traveller, but of an inhabitant ; it is not even the most interesting 
for the student of politics—Barmin’s One Who Survived shows 
much greater political knowledge and insight. But it has unques- 
tionably been the most widely read and influential. Its arresting 
title, its vivid personal narrative, its entertaining style (for which, 
no doubt, the American translator can claim some of the credit) 
and the coincidence of its publication with the postwar dis- 
illusionment about Russian international policy have made it a 
best-seller both in North America and in Western Europe. The 
picture of Russian life that it gives has certainly been very 
damaging to the Communist cause, and it has been a matter 
of importance for the Communists to discredit both the writer 
and his work. 

The verdict of the Paris court which has. now been given 
on Mr Kraychenko’s libel action is on the whole a vindication 
of him and a corresponding setback for the French Communists. 
The judgment. does indeed refer (with a possible, though 
unintended, application also to M. Thorez) to “ the just and 
severe reprobation which, from the national point of view, 
always follows whgever abandons his country,” but it declares 
that Mr Kravchenko has proved that he was capable of writing 
the book, while on the other hand. the defence has failed to 
prove that he was guilty in it of any specific and deliberate lies. 

Even the verdict, however, has been of secondary interest for 
the general public. The real excitement has been provided by 
the witnesses and by the remarkable attempt of the Soviet 
Government to extradite three of Mr Kravchenko’s Russian 
witnesses as “ war criminals.” There were all sorts and con- 
ditions of witnesses. There were Russian and Ukrainian 
refugees called by Mr Kravchenko to testify either to acquaint- 
ance with him in his early career or to sufferings at the hands 
of the Soviet secret police. There were Soviet citizens brought 
by the defence from the Soviet Union to refute Mr Kravchenko’s 
autobiography ; their star performer was General Rudenko, who 
had been Mr Kravchenko’s superior on the Soviet Purchasing 
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Commission in Washington during the war, and who appeared 
on the witness stand in his military uniform. ‘There was Mr 
Kravchenko’s former wife, who called him a har and a Don 
Juan and was taunted by him with speaking under compulsion 
from the secret police. There were French officers called to 
testify about Russia’s war effort ; one gave a glowing testimonial 
to the efficiency and morale of the Russian forces, while another 
talked of women convicts in rags clearing snow from Russian 
airfields under armed guard. 

There was Mr Zilliacus, MP, who addressed the court in 
fluent French and delighted everyone with his ready wit, but 
betraved the influence of British institutions on his cosmopolitan 
personality by showing deference to the judge. For comic relief 
there was the Dean of Canterbury, who proved the existence 
of religious freedom in Russia by displaying a gold cross pre- 
sented to him by the Patriarch of Moscow ; the Dean seems to 
have been a real puzzle to Parisians, for in France there are 
Christians and unbelievers, clericals and anti-clericals, but the 
eccentric fringe of the Church of England is something 
peculiarly English with no parallel in French religion. 

Finally, there was a witness who, according to reports of 
observers, made a more profound impression on the French 
public than any other ; this was the widow—or wife—of the 
former German Communist leader Neumann, who took refuge 
in Russia after Hitler came to power in Germany, was arrested 
in the great Soviet Communist purge of 1937, and has not been 
seen or heard of since. When the German-Soviet Pact was 
concluded in 1939, Frau Neumann was taken to the frontier by 
Soviet police and handed over to the Gestapo, who sent her to 
the notorious concentration camp of Ravensbrueck for the 
duration of the war. 

What has emerged from all the volleys of conflicting testi- 
mony, the protests and insults hurled to and fro across the 
courtroom, and the verbal brawling, which was only prevented 
by the vigilance of the police from degenerating into physical 
violence ? Was this the way to elucidate the truth about 
Russia? Surely, it may be said, knowledge about conditions 
under Communism, if it is obtainable at all, can only come 
through serious scholarly studies of all the evidence available, 
critical analyses of statistics, the specialised labours of econo- 
mists and sociologists ; nothing of importance can be established 
from the testimony of a few individuals in a law court or from 
rhetorical debate in an atmosphere of bitter political polemics. 
Unfortunately the controversy about Communism is one which 
involves the masses of mankind throughout the world, and only 
an infinitesima! fraction of the millions who have to make up 
their minds whether to go with or against the Communists will 
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ever read the works which approach nearest to the spirit of 
scientific inquiry ; the vast majority will be far more influenced 
in their judgment by episodes such the Kravchenko trial, which 
thus assume a great political importance. 

The Communists themselves have led the way in recognisin 
the possibilities of courts of law for dramatising political propa- 
ganda to the masses, now that’ newspaper and radio can record 
a trial for a whole nation instead of the effect being confined 
to the audience actually present in one building. To get the 
best results from this new political-theatrical technique, the 
Communists in the countries where they hold power have 59 
arranged matters that accused persons nearly always say what 
it suits the Government for them to say, and a smooth one-way 
traffic is thus substituted for the familiar dialectic of prosecution 
and defence. The Kravchenko trial has, through high-powered 
publicity, rivalled the state trials of Iron Curtain countries as a 
political demonstration, and Mr Kravchenko made it fairly clear 
that he himself attached more importance to the political issue 
than to his own personal reputation or to the damages he 
claimed ; when asked why he had not brought the action in 
America, where similar attacks had been made on him, he replied 
that the American Communists were an insignificant group, 
whereas the French Communist Party was really worth a fight. 
A fight it has been, and France being still a land of political 
liberty, both sides have been heard. 


* 


Public opinion in a democratic country, confronted with such 
a spectacle as has thus been put on for its benefit, tends to form 
certain conclusions by collective mental processes about which. 
in spite of Mass Observation and Public Opinion Polls, very 
little is known. In France today, between the hard core of 
disciplined Communists on the one side and the fanatical anti- 
Communists on the other, there is a broad public which is open 
to persuasive influence in its attitude to Russia, and at least a 
part of this public has in the past been affected by the skilful 
Communist tactics of identifying the Communist cause with 
French patriotism and the Resistance. In spite of the party’s 
record in the period of the Molotov-Ribbentrop Pact, the French 
Communists have been remarkably successful in covering their 
tracks and making out that neither they nor their Russian 
patrons ever really collaborated with the Nazis. As the fear 
of Germany is the deepest of French political emotions, Com- 
munism has been able to play with effect on the theme that it 
was Russia which really broke Hitler’s empire, that Russia is 
sull the champion of the independence of European nations 
against a revival of German power, and that the policies of 
Britain and the United States are designgg to promote such a 
revival. 

Those to whom these arguments appeal are not likely to care 
whether collectivisation in the Ukraine in 1933 was as brutal 
as Kravchenko says it was, or whether certain people disliked 
for some reason by the Soviet state get less than justice from 
the authorities. But they are profoundly moved by the story 
of Frau Neumann—which was not refuted at the trial. Ravens- 
brueck is a name of horror in France to an extent which British 
people cannot realise ; thousands of French women perished 
there or have survived to tell of their sufferings. That the 
Gestapo sent this German Communist to Ravensbrueck is 
sufficient proof that she was not a Nazi agent ; that the Russian 
Communists delivered her to the Gestapo is an enormity which 
it takes more than ordinary political cynicism to swallow. Other 
charges made at the trial against the rulers of Russia could be 
denied, countered or explained away by the defence lawyers, 
but not this one. The story of Frau Neumann seems to have got 
across. Fundamentally it is just that it should be so, for nothing 
could better illustrate the real mentality of the men who are 
extolled to the French people by the Communists as the friends 
of peace, of democracy and of France. 
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NOTES OF 


Despite the optimistic hopes of politicians, traders and 
ordinary citizens that the Budget would herald the reduction of 

hase tax, the Chancellor’s announcement that increases in the 
cost of food must now be borne partially by the consumer was 
probably Wednesday’s greatest shock. 

The annual cost of subsidies has been rising sharply each year 
since the war. In 1945-46 it was £265 million, and in this financial 

it would have been £568 million if a halt had not been 
called. Clearly such an increasing burden could not be allowed 
to continue, and Sir Stafford chose the wisest—as well as the most 
courageous—course in limiting the cost this year to £465 million. 
There has been no corresponding relief in taxation except for 
the penny off the price of a pint of beer. But, had subsidies 
continued at their recent level, it would have been necessary to 
increase taxation still further this year. In that respect, then, 
there has been at least an indirect relief. ; 

The new policy, however, is likely to yield more positive 
results. In trade discussions, British negotiators have been 
embarrassed by the existence of subsidies. Foreign and Common- 
wealth suppliers alike took it for granted that they could always 
ask for a higher price for their produce, and that the British 
Government would foot the bill by increasing the subs:dies. In 
future, the effect of higher prices on several commodities will 
be felt by consumers, and producers will be made to realise that 
consumer resistance can exist even for foodstuffs. 

Nor will the proposed increases in prices cause any hardship 
to British consumers. Admittedly, meat and cheese will each 
go up by 4d. a Ib., butter by 2d. a lb.; and margarine by 
id. a ib. On present ration scales, weekly expenditure per adult 
ration book will therefore rise by about 4d. a week. Sir Stafford 
estimated that “these changes will cause a rise in the cost-of- 
living figures by rather less than two points.” But to judge from 
the total sum of money which the Chancellor expects to save 
from ihese price increases, it would seem that rations are likely 
to be higher this year, in which case the additional weekly cost 
would be about 6d. For a family of four, weekly expenditure at 
the present scale of rations will be only 1s. 1d. extra. On the 
other hand, the penny a pint reduction in the price of beer should 
save the average working man up to a shilling a week. But this 
redisuibuwtion of income within the family may not be achieved 
without domestic disturbance. 

There is also a masked rise in the cost of living in the Budget 
proposals. The reductions of 6d. a Ib. in the import duty on 
tea and rd. a lb. on sugar would normally have been passed on 
tothe consumer, ‘They are now to be used to reduce the subsidy 
oa these two foeds, their retail prices remaining unchanged. This 
is not merely a simplification of Government accounting. The 
Chancellor could have reduced his revenue receipts in various 
other ways, such as lowering the tax on tobacco, and reduced the 
tea and sugar subsidies by raising their retail prices, which would 
probably have been more welcome to the consumer. Expenditure 
on tobacco has become an important fixed item of the family 
budget ; in 1948 it represented almost 10 per cent of total personal 
expenditure in Britain, whereas in 1938 it was only 4 per cent. 
The new food policy will undoubtedly meet with bitter opposition, 
not least from members of the Chancellor’s own party, but it is 
nevertheless a policy which has been long overdue. 


* x x 


Political Meat 


Any illusion that Great Britain would not object to becoming 

a vegetarian nation should have been dispelled by this week’s 
debate on meat in the House of Commons, which ended in such 
an uproar that Mr Strachey was prevented from finishing his 
speech and had to give it direct to the press. The omitted 
Passage was important, for it gave hopes that a satisfactory agree- 
Ment with Argentina was on the way, but even if it had been 
delivered it would not have quelled the angry mood of the 
tion, which for once could launch its attack from firm 
ground. For once it did not have to seem to be opposing food 
or the social services. For once it could fight in the 

sure knowledge that it had the support of most houscholds— 
who will be infuriated rather than comforted by Dr Summerskill’s 
assurance that the twopence less meat is “ more than com- 
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pensated in its nutrient value ” by the increased supplies of eggs 
and milk. The small Government majority—62—was probably 
due to quite irrelevant circumstances—for one thing, the Opposi- 
tion had sent out a three-line whip, but not the Government— 
nevertheless even Labour back-benchers must feel anxious about 
the effect of the cut in the meat ration, coupled with the higher 
price, on the Government’s position in the country. 

Regarded strictly on its merits, the Conservatives’ case against 
the Government seems to be sound. They certainly discounted too 
much the world meat shortage and the difficulty of getting more 
imports from non-dollar countries. But the probability of a 
failure in Argentine supplies has been known for a long time, 
and the Ministry of Food seems to have acted far too slowly 
upon this knowledge. Nor was any satisfactory explanation given 
of the small supplies of meat from Eire. 

It is also time that the Ministry of Food’s bulk buying of 
meat should be reconsidered. It is not necessary to agree with 
the Opposition that bulk buying is always wrong to hold that it 
is the wrong tactics to use with Argentina. A Government like 
the Argentine Government is more likely to be recalcitrant when 
faced with another Government which, it thinks, can always be 
counted upon for political reasons to climb down, than with 
private traders. The long-term contracts with the Dominions 
should, of course, be maintained. But why should not the 
Ministry of Food cal! for tenders from private importers operating 
in other markets? The argument against it is that there would 
then be no fixed meat ration that could be maintained—to which 
the short answer is that this is exactly the situation which obtains 
under Government purchase. 


x * * 


Straw without Bricks 


The first report of Sir Henry Tizard’s Committee on 
Industrial Productivity makes disappointing reading. The Com- 
mittee was set up in the hectic days of December, 1947, and 
the theory has been that the Economic Planning Staff would point 
out particularly thorny problems in the national economy, and 
the Committee would then analyse these and advise on the extent 
to which scientific research could be helpful. To perform this func- 
tion the Committee divided itself into four panels on Technology 
and Operational Research, on Imports Substitution, on Human 
Factors affecting Productivity, and on Technical Information 
Services, of whom only the latter two have confined themselves to 
what might properly be described as the scientific approach. 

The general remarks of the Committee and of the panel on 
Technology are almost without exception blameless. generalities 
on the desirability of research, redeployment, and the necessity of 
maintaining quality. This is coupled with a curiously naive belief 
that progress can be claimed because a survey has been instituted, 
or a committee convened. Two examples of purblind thinking 
are visible in the committee’s report. In the first place, it tends 
to eschew all schemes which are not applicable or available to a 
whole industry, overlooking the fact that most previous advances 
in productivity have resulted from the energy of a particular firm 
which by creating an efficient product or system of production has 
attracted labour and capital to itself and forced its competitors to 
raise their sights. In the second place, its remarks on the gap 
between research and development show that it shares the curious 
belief—current in government—that such problems can be settled 
by the studies and admonitions of government bodies or trade 
associations rather than by the provision of incentives to make 
development worthwhile. 

The panel on Imports Substitution (the title is presumably in- 
tended to mean the opposite of what it says) shows an even greater 
detachment from reality. Since this panel is designed to discover 
ways of stimulating domestic production of internationally scarce 
or expensive materials, it is operating in a field where economic, 
not scientific, decisions must be paramount. This has led a body 
headed by an anatomist to recommend certain highly amateurish 
schemes in the economic and administrative fields. For instance, 
the discovery that wild rabbits eat seven million tons of “ herbage” 
a year may not justify their extermination at a time when they 
provide for agricultural workers the staple alternative to a scarcely 
visible meat ration, “It should be possible to obtain within the 
next four years a 20 per cent increase—a figure which was chosen 
arbitrarily as a first target—in the total yield of the grassland of 


oe 


5% tee Da OIE ATOR Ms AO a hg CL 


et 


ET RR AaN RE ee 


; 
se 
eae: me ie. 
xa 6 
i: a 4 
i SHOR 
: a 3 
4 Eg fr 
1 a) 
2 fi 
i & Hi ; 
: Saeee 
iE 
2 
i 
“ @ ‘ i 
& ¥ 
¥ 
i 
4 oe 
i < 
é } F 
d a ‘f +a 
; ie 
4s 
1% : 
bon 5 
> ae ' 
Ser 
Se . 
a % 
de 
che | 
7 i 
aa i 
; 
ve “me F 
cs ¥ 
| ree 
ri Be 


Sy 


reteset materia intent ee amine 
a nn 
a Ae REET LH ns 


eee 


L 





“3 
# 
3 


wet 





648 


this country” gives a frightening glimpse of the workings and 
methods of the planner. To say that for every millign pounds 
spent on the erection of a new nitrogenous fertiliser plant, a saving 
of {1,000,000 per annum in nitrogen imports will result, is to 
make quite ludicrously hard-and-fast assumptions about the course 
of world prices and the shape of the British economy. All in all, 
the Committee needs to pause for a while from the commissioning 
of surveys and reports to reflect upon the impossibility of 
separating scientific from economic and social decisions, if “ pro- 
ductivity” is not to join a number of other flabby propaganda 
words in the mental limbo of the ordinary citizen. 


* * * 


The Assembly Re-opens 


Not all Dr Evatt’s special pleading could make the opening 
of the General Assembly at Flushing Meadows anything but an 
anti-climax. The Australian Foreign Minister, who is to preside 
over the resumed session, sought by blaming the disagreements 
of the Great Powers—all the Great Powers—and extolling the 
United Nations’ achievements, to give some weight to the pro- 
ceedings, but the occasion remained a rather sorry one. In the 
first place, it should not be taking place at all. The months of 
empty debate at Paris were proof enough that little would emerge 
from the Assembly’s deliberations. To renew them at all was 
a waste of time, strongly opposed last December by both Britain 
and the United States. 

In the second place, the mere omission by Dr Evatt of any 
mention of the Atlantic Pact does not conjure it out of 
existence ; nor does it prevent comparisons between the new 
multi-national instrument, which offers at least a promise of 
security, and the old veto-ridden international organisation which 
offers none. But perhaps the gravest difficulty facing the new 
session of the Assembly is that agreement is unlikely on any of 
the issues which are to come before it. The Western Powers have 
not yet worked out a common view on the disposal of the Italian 
colonies, and probably would prefer further postponement 
of debate. The issue of Palestine is being settled on the spot 
by Jewish arms and Arab weakness. Further discussions on 
Indonesia will not shake the Dutch belief that the struggle there 
is a matter of internal jurisdiction nor persuade the other Powers 
to press for sanctions. The discussion of the religious trials in 
Eastern Europe will lead to nothing. In short, general frustration 
broods over the Assembly even before the endless speech-making 
begins. Only one issue is likely to be setthed—the entry of Israel 
into the United Nations. 


*x ” * 


Hissing and Clapping at Uno 


In practice, no aspirant to membership of the United Nations 
that passes the preliminary test of the Security Council’s approval 
fails at the final hurdle—the Assembly. Thus Israel, having 
cleared the first hurdle on March 4th, is certain to have a clear 
run in at Flushing Meadows. Equally certainly, the applause 
which will greet the affirmative vote will mask several salient facts 
about the membership fiasco. These are as follows: 

According to an advisory opinion on conditions of admission 
given by the International Court of Justice last May, a would-be 
member must (1) be a state (2) be peace-loving (3) accept the 
obligations of the Charter (4) be able to carry them out and (5) be 
willing to do so. Besides Israel, the candidates which claim to 
be in this state of grace are in alphabetical order, Albania, Austria, 
Bulgaria, Ceylon, Eire, Finland, Hungary, Italy, Korea (south), 
the Mongolian Peoples’ Republic, Nepal, Portugal, Rumania and 
Transjordan. Afl but Nepal have been blackballed. The five 
eastern bloc satellites failed to receive the necessary seven votes, 


. and all the rest received nine votes for but two votes against ; one 


of these, being the Soviet Union’s, amounted to a veto. And the 
veto on this score is, said Mr Vyshinsky, when a breaking of the 
membership deadlock was being discussed, “a powerful political 
tool.” The Russians were castigated for exercising it just because 
Russia was in a minority. As their spokesman put it:— 
If we were in the majority we might talk of waiving it. . . Only 
a simpleton would let this weapon drop in the middle of a political 
struggle. é 
The truth could not be more plainly put. Uno is in this respect 
an arena: in the great struggle of lions v. Christians, admission is 
now open only to the heathen who might join either side—that 
is, in 1947 to Pakistan and Yemen ; in 1948 only to Burma. And 
now Israel. So hot is the struggle that the Israelis were able 
to secure five Security Council votes for their peace-loving 
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ualities, even on December 18th, at the height of their 
cle with Egypt for the Negeb, successful 

There is no credit in jumping the queue for a place, A 
clap for Israel where Finland and Portugal get a hiss jg not 
cause for congratulation. Ir simply indicates that here js another 
government which knows how to look as if it is sitting on the 
fence. And it seems unlikely that the Assembly will damn the 
new member with faint applause. 


* * * 


After Tito—Kostov 


After Titoism—Kostovism. The most powerful Communist 
in Bulgaria, Traycho Kostov, has been arrested as the result 
of a decision by the Central Committee of his party. What js 
alleged against Kostov is remarkably like what was alleged against 
Tito by the Cominform: “lack of friendship and sincerity 
towards the Soviet Union”; toleration and encouragement of 
“Nationalist tendencies in the State apparatus ” ; ignoring of the 
party line. In addition, he is said to have “ attempted to super- 
sede the Premier, Comrade Dimitrov, as well as the Cabinet” 
In other words, there has been a row among the Bulgarian Com. 
munist leaders and the deviationists have come off worst. 

Within the party Kostov, who was made deputy to Dimitroy 
in 1946, was known as leader of the right wing. His eminence 
was due partly to his prewar record—he spent twelve years in 
prison—and partly to the fact that he had never been a Soviet 
citizen or official, Though Moscow-trained, he had not shared 
with Dimitrov the benefit of a period of hibernation during the 
war ; and he was not among those East European Communists 
who arrived in the wake of the Red Army “travelling in aero- 
planes and smoking pipes ’—to use Tito’s caustic phrase. As an 
economic expert and party theoretician he enjoyed great 
authority ; he was in fact the Bulgarian Cripps, Morrison and 
Laski rolled into one. 

The background of the Kostov incident can be surmised with 
reasonable accuracy. All is not well in the countryside and 
factories of Bulgaria. The peasants have failed to carry out the 
spring sowing and programmes for the delivery of tractors and 
fertilisers have not been carried out. About the industrial field 
Official spokesmen have expressed alarm, for the power and the 
tools needed have fallen short of targets. It is clear that the two 
principal causes of this critical situation have been, first, the 
peasants’ opposition to collectivisation and to the drive against 
the rich and “ middling ” farmers—who own between them nearly 
70 per cent of the cultivated land; second, the failure of the 
Russians to make available the capital equipment, oil and coal 
without which quick development and mechanisation of agri- 
culture are impossible. It is known that Kostov opposed the 
drive against the kulaks ; it is specifically stated from Sofia that 
he did not see eye to eye with the Russians on trade matters. 

In fact, so far Kostovism is remarkably like Titoism ; but what 
flowered exuberantly in Belgrade has been nipped in the bud 
in Sofia. The background is further complicated by the fact 
that Kostov is a Macedonian and was critical of Dimitrov’s rash 
plans to stir up troubles for Tito in Macedonia. What will come 
next is uncertain—presumably a trial of deviationists to include 
Kostov, Topencharov, editor of the official Sofia newspapers, and 
a large group of journalists and writers. Such publicity for the 
dissensions within the Party will be enjoyed immensely in Bel- 
grade, for Kostov was a member of the Cominform group which 
excommunicated Tito last year. 


* * * 


National Parks Debate 


Although the National Parks and Access to the Countryside 
Bill got an unopposed second reading in the Commions last week, 
there was considerable criticism of its administrative provisions. 
Powers of public control over private development are already 
so rigid that the main threat to the beauty of the countryside 
now comes from the activities or decisions of public authorites 
and, as the case of Oxford gasworks shows, even a 
local opposition may fail to make an impression on the some- 
times narrow calculations of a Government department. The local 
planning authorities themselves have a mixed record ; East Sussex, 
for instance, has made notable efforts to preserve the 
Downs, while Cumberland has sometimes naturally preferred the 
promotion of industrial schemes to the maintenance of the beauty 
of the Lakes. Since the area over which the Bill will institute 
special control may amount to a quarter of the land of England 


and Wales, economic developments cannot be wholly excluded ; 
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but if the idea of National Parks is sound in the first place, it is 
right that over this territory special regard should be paid to 
amenities, even presumably where this entails a financial 
joss to the locality. The critics of the Bill maintain that 
the way to achieve this end is to set up a National Parks Com- 
mission with much stronger powers than those proposed for the 
mainly advisory body mentioned in the Bill, and to give it some 
means of direct control over the local authorities together with 
direct access to Government departments and statutory under- 
takers. There is much to be said for this proposal, except that 
it is hard to envisage a Commission being more successful than 
the Ministry of Town and Country Planning which appoints it. 
What is frequently overlooked is that “amenity” in the Ann- 
Hathaway’s-Cottage conception usually employed Fy townsmen 
conflicts in many areas not only with the demands of industry, 
but also of good husbandry. Thus, there might have to be a bedy 
on an astral plane to settle disputes between the Commission 
and the Ministries. 

There has also been much criticism of the proposed local 
organisation for managing the Parks. A joint planning board 
of the local authorities is to be the normal method, except ‘in 
certain areas such as the Brecon Beacons, which fall almost 
entirely within one county, Since many of the counties concerned 
are among the poorest in the country, the necessity for them to 
bear even a small proportion of the cost may weaken the local 
organisations considerably. There is much to be said for 
financing the Parks on a national scale so that the townsmen, for 
whose benefit the whole scheme has been thought up, may bear 
the lion’s share; Mr Dalton’s Land Fund of £50 million, 
stil! virtually intact, might be useful for the purpose. Expendi- 
ture need not be heavy, but in view of the petty empire building 
which inescapably accompanies any new form of activity by the 
central government, it is likely to be higher than necessary. The 
country gentlemen of England have been the most inexpensive 
and the best curators of amenities possessed by any nation. It is 
doubtful whether central or lecal government will be able to 
maintain the nation’s heritage so economically for the minute 
proportion of the population who prefer Beachy Head to Brighton 
pier or Snowdon to Southend. 


* x ” 


Demography at the Cross-roads 


The Registrar General’s latest return for the last quarter of 
1948 shows a continuation of the trend which has been notice- 
able over the previous twelve months, There is an accelerating 
decline of birth and marriage rates away from the postwar peak 
and a slower but well maintained improvement (allowing for 
seasonal variations) in death and infant mortality rates. -The 
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het reproduction rate, the measure of the population’s replacement 
of itself, still stands, on a provisional estimate, at just above unity 
for the year 1948; but the margin is narrowing fast and is not 
€xpected to outlast this year. Certainly those experts are now 
vindicated who refused to accept the baby boom of the first two 
Postwar years as evidence of a permanent change in the balance 
of the population. 
For the first time, the return includes a graphic comparison 
of the birth, death and marriage statistics relating to the periods 
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of the two World Wars which is shown here in a condensed form. 
The curve of births follows a widely different course in the two 
periods, sinking from 1914 to 1918 to rise steeply with demobilisa- 
tion and fall rather less steeply thereafter ; rising from 1939 to 
1943, dipping from then to 1945 and rising to its peak in 1947 
with a steeper fall to follow. The spread in the curve for deaths 
marks the absence after 1945 of anything to match the influenza 
epidemic which followed World War I, while the levelling off 
of the marriages curves in the later pericd similarly points the 
contrast between full employment in 1948 and slump in rg2t. 

It may well be that with employment fully maintained and 
therefore with more early marriages the net birthrates of the 
future can be trusted at least to remain above the dead low level 
of the depressed 1930’s—whose deficiencies can be seen in retro- 
spect to represent in part a postponement rather than a permanent 
loss of births, just as the surplus of the middle forties represented 
in part a draft on the future. But those deficiencies are bound 
to begin to produce their secondary effects in the next decade or 
So, as the inadequate generation of the slump years reaches the 
age of parenthood. A projection of the present trends as far as 
1960 shows a much diminished crop of under-fives, a school 
population at its peak, and an ominous increase in the burden 
of pensioners. It shows, in fact, a heavier burden of dependency 
to be carried by a relatively smaller body of active producers, 
together with a drop of approximately 6 per cent in the number 
of women of childbearing age, which implies of course a curmila- 
tive decline in the more distant future. The demographic picture 
may be much less gloomy than it appeared to be a dozen years 
ago ; but it is far from being cheerful. 


* * * 


Work and Welfare 


The report of the Gowers Committee on Health, Welfare, and 
Safety in Non-Industrial Employment [Cmd. 7664] will be read 
with mixed feelings. Its recommendations are a logical extension 
of the process by which for the last hundred years the state has 
been regulating conditions of work in the interests of the workers. 
It is true that those who opposed the first Factory Acts—The 
Economist among them—as being an unwarranted interference 
with man’s natural liberty to work as long as he liked, would have 
pointed triumphantly to this report as the ultimate absurdity to 
which recognition that the state could interfere in relations be- 
tween master and man was bound to lead. A great deal of sym- 
pathy will certainly be felt for this point of view when one reads 
that the Secretary of State should have power to prescribe by 
regulation a reasonable temperature for tobacconists’ kiosks. But 
it has become perfectly clear, from the inclusion of ‘all ‘self- 
employed in the national insurance scheme and from the wages 
code laid down for every seaside boarding house, that today there 
is no private business, however small, that can claim exemp- 
tion from statutory regulation. The Gowers Committee does, it 
is true, stop short at an inspectorate for private domestic service 
for which it recommends instead a non-statutory code, to be 
generally recognised by employers. It also rejects the suggestion 
that shelter from the weather should be supplied for gravediggers. 
But these, and the other few exemptions like street barrows, will 
one feels, disappear in twenty years’ time. 

What is really horrifying about thi$ report is not, however, the 
inevitable extension of the regulation of working conditions from 
industrial to non-industrial employment—though this will create 
an abundance of new problems such as the upsetting of minimum 
temperatures by customers entering and leaving shops and the 
fact that the same temperature does not fit the requirements of 
both fish and fishmongers. It is the fearful preoccupation with 
lavatories, washbasins and lockers for clothing and the com- 
plete absence of any recognition that a man can be happy in his 
work without them. This, it should be emphasised, is no fault 
of the Gowers Committee, which, in view of its terms cf reference, 
has, on the whole, reported sensibly. It is the fault of society, 
with its assumption that all labour, wherever employed, is sweated 
unless it is regulated, and must be given welfare and amenities to 
compensate it for its unhappiness during its hours of employment. 
That the assumption is largely justifiable only strengthens this 
indictment of the modern “ welfare” state. 


* * * 


Peace Talks in China 


Peace talks between the Chinese Communists and what is still 
formally the Chinese Governameni have now begun in Peiping, that 
is to say in Communist territory. .Generai Chang Chih-chung, 
the leader of the Government delegation, first Hew to Chikow io 
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consult Retired President Chiang Kai-shek, who is still in a sense 
the real opponent with whom the Communists have to deal, if 
they are to get their way without further fighting. Opinions 
differ about the prospects of reaching agreement in these negotia- 
tions ; if there is a deadlock, the civil war may be resumed, but 
each side will certainly do its best to place on the other the 
responsibility for any renewal of hostilities. 

Whatever compromise may be brought about in domestic affairs, 
there does not seem to be much room for modification in the 
foreign policy demanded by the Chinese Communists. Mao 
Tse-tung has dramatically burnt his boats by his rabid denuncia- 
tion of the Atlantic Pact and his threat that China will be on 
Russia’s side in any war arising out of it. In his declaration there 
is no crumb of comfort for any American who has been hoping 
that a Communist China might steer a course of its own and 
avoid complete identification with the Soviet bloc. Whether 
Mao’s attitude arises simply from his own convictions, or whether 
he has been under pressure from Moscow, there is no sign of 
softening in the anti-Americanism of the Chinese Communists. 

The Russian attitude to the Chinese Communists, however, 
does not appear to be the one of simple gratitude and confidence 
which might be expected. It has now turned out that the sensa- 
tional expulsion from the Soviet Union as a “spy” of the well- 
known, fellew-travelling American journalist, Miss Anna Louise 
Strong, was a sequel to her efforts to get permission to go to 
Manchuria. Miss Strong is very hurt and angry about the treat- 
ment meted out to her, and complains (in a series of articles 
written for the New York Herald Tribune) that her friends in 
Mr Wallace’s Progressive Party “must wonder how I, who for 
twenty-eight years wrote and spoke to build good relations 
between my country and the Soviet Union, should now be 
chucked out as a spy.” She says that her purpose was “to get 
to China to report on the Chinese Communists for the progressives 
of America and the world.” When she was arrested and taken 
to prison, she could not believe it, for “everyone liked me here.” 
But in prison she was confronted with her correspondence about 
China, which had been seized in the police search of her flat, 
particularly letters to and from the North American Newspaper 
Alliance on a project for starting radio news contact with Com- 
munist territory. Miss Strong still supposes that the Russian police 
genuinely, though mistakenly, suspected her of spying. It is 
strange that she has served the cause of Stalinism for so long 
without having realised the cardinal importance of the command- 
ment: Thou shalt have no other gods but me. 


* x * 


Backdoor for Spain? 


There is no good reason—as Mr Bevin has said—for recon- 
sidering British policy towards General Franco. The strategic 
advantages which his friendship are said to offer will be available 
anyhow if they are really needed ; for to him it is a matter of 
life and death that Soviet power and Communism should be 
held as far away as possible from the Atlantic coast. And the 
benefits which the Spanish people would reap from any combined 
foreign action against Franco have never been clearly explained 
by its advocates. It is even doubtful whether the majority of 
Spaniards would at the moment welcome such action. 

On the other hand it is ‘as true as ever that to have no British 
ambassador in Madrid is in practice harmful to British interests, 
and that it is in theory illogical when one considers how far the 
indictments against Franco and those against the East European 
governments are identical. The fact remains that a sudden change 
in American and British policy towards Spain would cause intense 
indignation among Liberals and Socialists throughout western 
Europe ; that the principles of the Brussels Treaty, the Atlantic 
Pact and the Council of Europe cannot be reconciled with those 
of Franco ; and that the western governments face tasks far more 
urgent than that of “liberating” Spain. 

None the less it may be that the backdoor into western Europe 
is already being opened for Spain. Portugal has signed the 
Atlantic Pact, and between Portugal-and Spain there are several 
important links. They date from the Treaty of non-aggression 
and friendship signed in 1939, and renewed last September, which 
binds each party not to enter into any pacts or alliances directed 
against the other. A protocol added in 1940 provides that each 
should inform the other of any facts affecting the security of 
either. Hence the consultation between Lisbon and Madrid 
which preceded Dr Salazar’s decision to join the North Atlantic 
Pact. Add to this the formation in 1942 of the “ Iberian bloc,” 
the terms of which were not published, and it will be seen that 
the two countries were drawn closely together by Hitler’s threats. 

What is immediately relevant is the fact that there is 2 close 





THE ECONOMIST, April 


9, i949 
economic collaboration between the Iberian neighbours, and the 


surm’se—never denicd—that there exists some agreement op the 
pooling of military resources. Hence current rumours that Fr 
agreed to Portugal’s joining the Atlantic Pact in the ho mo 
he would obtain some share of the military resources which m: : 
thereby become available. These rumours should be invest} ; 
or killed, for there are already scund practical arguments a a 
any wide dispersion of the military supplies that wil] be availahie 
from American and western Europe ; there are also strong political 
objections to any diversion of such supplies via Portugal inio the 
hands of an army which is the centre of the corruption and 
extravagance that mark the Franco regime. 


* * * 


French-Italian Customs Union 


The treaty between France and Italy, signed in Paris by M 
Schuman and Count Sforza on March 26th, lays the foundations 
for an eventual customs union between the two countries, The 
idea is ambitious—in fact just what the American doctor orders— 
and could help progress towards integrating the wriggli 
economies of Europe’s many different parts. Yet, on the whole 
the idea of a French-Italian customs union has had a bad press, 
and never more so than at this moment, when it looks as jf 
something was really being done to bring it into being. The 
reason for this attitude is not hard to find: it is that most people 
are sceptical about the possibilities of eventual success. 

In the early days, about eighteen months ago, the Italian signor 
seemed to be pressing the idea of customs union on a rather un- 
willing French mademoiselle. And it looked to the outside world 
as if the Italian felt that he would benefit most. Now, after a great 
deal of work has been done in committee during the past year, 
reports from Paris suggest that Frenchmen who have studied 
the facts are quite as keen as their Italian opposite numbers in 
pushing on with the project. They realise, however, that the 
two economies are competitive rather than complementary, and 
that this will increase the force as well as the number of arguments 
from individual business interests that are opposed to any step 
likely to assist their rivals, however small. Already, for instance, 
French manufacturers of silk and motorcars are reported to be 
protesting that Italian firms will be able to undersell them inside 
France if all customs barriers are lowered between them—and 
this after all is one of the aims of the new agreement. 

The actual provisions of the customs union treaty are that, 
within one year of ratification a common tariff will be set up for 
the two countries. All restrictions on the free movement of 
goods and persons between Italy and France will then be pro- 
gressively abolished. And at the end of six years it is hoped that 
economic union will be complete. A body called the council of 
the Franco-Italian customs union is to be established meanwhile 
to advise the two governments at regular intervals on the suc- 
cessive steps to be taken to implement the treaty. 

In general it has been felt that the free movement of men and 
goods is likely to mean more men in France and more capital 
goods in Italy. But one of the council’s biggest problems 
is likely to be a financial one—how to stabilise the currency 
exchange rate between the lira and the franc. Without that, it 
is clear thgt many of the other provisions of the union are likely 
to lose their full value. The only answer can be that both 
countries should do all in their power to put their finances in 
order, by holding down prices, maintaining a steady level of wages, 
and enforcing an equitable system of taxation. The scepticism 
about the customs unien—which may well prove unjustilicd— 
springs from doubts whether cither France or Italy is yet ina 
position to carry out this financial spring clean. Both, after all, 
have been attempting it for some time, but with only varying 
degrees of success. And the customs union treaty in itself does 
nothing immediate to make these fundamental problems any 
easier to solve. , 


Mining Output 


When so much criticism has been levelled at the British 
miner it is refreshing to find that alone of all European miners 
he is now exactly back to his prewar level of output per 
This is shown in the comparative statistics issued recently by 
the Economic Commission for Europe. It also shows the com- 
parable figure for miners in the British zone of Germany as 
per cent of prewar, in Poland 73 per cent, in France 86 per cent, 
the Saar 88 per cent and in Czechoslovakia 84 per cent. 

This is good as far as it goes, but it is only part of the story. 
Before the war the British miner produced 1} tons per 
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German miner 2 tons and the Polish miner 2} tons, so that 
with three-quarters of his prewar effort the Polish miner is 
giready producing more than his British counterpart. Nor is the 
picture more consoling when it comes to aggregate national output. 
Poland, France and Czechoslovakia are all now producing about 
1o per cent more coal a month than they did before the war, and 
this on the strength of a greatly increased labour force. Great 
Britain which is producing some to per cent less coal per week 
js the only country working with a smaller labour force than 
before the war. In all the other important coal producing countries 
directed labour, prisoners of war or foreign workers have greatly 
increased the mining labour force, The figures for Poland are 
unreliable, but in France there are 27 per cent more miners than 
in 1937, in the Saar and Czechoslovakia 42 per cent more, and in 
Belgium 25 per cent. Under these circumstances it is not surpris- 
ing that total output is higher in European countries, or that out- 
put per man shift, owing to the inexperience of many workers, 
is lower. But it is certainly curious that Britain, the only country 
with a diminished mining labour force, is the only country whose 
miners have a five-day week. 

So much for increases in output. The future of coal exports 
is even less consoling. After three years of intensive efforts in all 
coal-producing countries there is now every sign that a period of 
fierce competition and price-cutting lies ahead unless some agree- 
ment is reached by those countries which export coal. Already the 
Economic Commission for Europe is having difficulty in disposing 
of 1,700,000 tons of fuel which was allocated for export, but is 
not being taken up because of poor quality or high price—the 
latter is becoming more important as American imports on which 
the high prices have been based come to an end. To avoid a 
price-war some sort of agreement about output and prices in 
the European countries concerned should be achieved. So far, 
however, there is no sign of initiative from the British Coal Board. 
They are content merely to go through a perfunctory show of 
consultation without any reality behind it. 


* x x 
Syrian Coup d’Etat 


Can anything be deduced from the shape of last week’s coup 
d'état by the Syrian army about the pattern of future developments 
inthe Arab States ? Syria, the Lebanon, Iraq and Transjordan 
are all impoverished by war, by the burden of housing indigent 
refugees, and—in the case of the first three—also by mismanage- 
ment of their public finances. Are, then, upheavals to be expected 
everywhere ? 

Because the coup staged by Colonel Hosni el Zaim coincided 
with the arrival in Damascus of Dr Bunche’s team of armistice- 
negotiators, it has been ascribed solely to army disgust with a 
government that had failed adequately to back the men at the 
front. This is an over-simplification of Hosni el Zaim’s motives. 


‘Undoubtedly this point weighed with him—indeed, he used it 


publicly—but his prime quarrel seems to have been with ministers, 
who, in order to right Syria’s rocky finances, began by cutting 
army pay and accusing army officers of forms of corruption that 
are just as rife in civilian circles. He does not seem to wish 
to alter the foreign policy of his predecessor. He intends, he says, 
an armistice with Israel, an end to quarrels with the Lebanon 
and an invitation to foreigners to spend capital on pipe lines. 
His principal accomplishment, so far, has been to cause the 
army to work fast and discreetly throughout the night of 
March 29-30, in order to arrest president, premier and cabinet, 
and to maintain public order meanwhile. He has secured a vote 
of confidence from slightly over half the chamber, but cannot 
persuade any of its members to form a government with him. 
He has also secured the applause of a volatile crowd, which is sick 
of high prices and stagnation of sales, and is ready to cheer any 
new premier on the grounds that he cannot be worse than the 
old. But these are easy feats by comparison with the major task 
of righting the unbalance in Syria’s financial and economic life. 
* 


The previous government—its premier, now under arrest, was 
a business man and ex-minister in Paris called Khaled el Azim— 
had a good grasp of the practical steps that are essential if this 
end is to be attained. Azim’s aim was first to secure backing for 
a new Syrian currency. (The present Syrian pound has been 
unbacked for over a year.) This he had set about doing by 
signing an agreement with France, which would, upon ratification, 
have supplied cover for about one quarter of the money at present 
in circulation, He hoped to secure backing for the rest by signing 
agreements for the Trans-Arabian Pipeline and Anglo-Iranian 


companies to run pipelines through Syria, and by accepting the 


New 30-inch line of the Iraq Petroleum Company. These agree- 


_the necessary role, 
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ments were to contain a clause whereby 80 per cent of the local 
expenditure entailed should be paid over to the Syrian Govern- 
ment in hard currencies and reimbursed in Syrian pounds. 

Simultaneously, he was working to secure settlement with the 
Lebanon of the perennial local quarrel about interéts communs, 
and notably over respective shares of customs dues from the 
union. But all this was taking time. Meantime, as a glance 
at current budgets and trade returns shows, the state of public 
and private finances was going from bad to worse. His budget 
for 1949, which showed an_ estimated expenditure of 
£Syrian 129,500,000 was absorbed as to just over 7o per cent by 
two items alone—military expenditure and civil service salaries. 
Trade returns—they are only available for Syria and the Lebanon 
combined—are if anything more alarming :— 


Quantity in Metric Tons 


First 9 months Imports Exports Re-exports Transit 
1946 289,000 76,213 $40 1,661,992 
1947 271,644. 105,422. 1,773 —-1,517,572 
1948 488,828 58,042 1,554 ~—- 1,665,795 


And the progression continues into 1949. There have been one 
or two spectacular bankruptcies in Damascus. Trade is at a 
standstill, because nothing has been done to adjust the high prices 
that reigned during the war, when foreign troops were spending 
liberally. It is now cheaper to import a lemon from Sicily than 
to grow it in Syria. 


* * * 


Portent for Arab Neighbours 


Naturally the Syrian public was restive. So is the public in 
Iraq and in the Lebanon. Can a colonel succeed where a business 
man failed? Very little is known of Hosni el Zaim. He isa 
Kurd, which suggests sturdiness but not popularity. He backed 
Vichy in 1940. He spent some years in prison as a result. He 
has lived an army life. He proclaims that “ we are not ambitious 
to take power but to prepare for true democratic rule.” He 
intends to hold elections. No doubt anyone who is ready to take 
over the reins in the countries mentioned must say the same if 
he wants a hearing. But is it not better forthwith to face the 
fact that “democracy ” as practised in these three states is a 
failure ? 

The kind of democracy to which they aspire works only when 
based on voters with some idea of duties and on ministers who 
are ready directly to tax themselves as well as other people. It 
cannot work among peoples who would rather cry “ Down with 
the foreigner” than accept the only terms—foreign aid—upon 
which solvency, let alone social reform, is now attainable. Only 
a dictator or an absolute monarch can impose commonsense upon 
a nation that queues for jobs with TAPline in the morning and 
in the evening is demonstrating outside Parliament against ratify- 
ing the TAPline concession. In Transjordan, King Abdullah fills 
Temporarily, Nuri Pasha es Said and the 
Regent are between them holding down the job in Iraq. Is 
Colonel Hosni el Zaim capable of assuming it? First appearances 
suggest that he will fare no better than his predecessor—if as well 
—in convincing the Syrian public that the road to salvation is 
up-hill all the way. 


* * * 


Afghanistan Makes Trouble 


The warfare in Kashmir has now been brought to an end 
by the common desire of India and Pakistan to avoid war with 
each other and by the good offices of the United Nations. But 
the Kashmir campaign had at any rate the effect of absorbing for 
a while the bellicose energies of many of the tribesmen of the 
North-West Frontier. Now that this outlet has been closed to 
them, trouble threatens to break out within Pakistan itself. This 
time it is Pakistan’s western neighbour, Afghanistan, which is 
trying to feed the flames. 

Afghanistan regards most of the North-West Frontier Province 
as its irredenta, and has never ceased to entertain hopes of recover- 
ing Peshawar, which it once possessed. Kabul, which moves with 
the times, now possesses a radio station, which is being used for 
championship of alleged Pathan interests against Pakistan, and a 
conference of tribesmen from both sides of the border has been 
convened in Kabul to boost the new splinter nationalism. There 
is no evidence that a majority of Pathans want to join Afghanistan ; 
Pakistan, with its moderaity, certainly has greater economic 
attractions than the land-locked and backward Afghan state. 
But the Pathans are intensely attached to their local autonomy 
and antagonistic to any kind of centralising, bureaucratic policy 
which might interfere with it; also, they mostly retain their 
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addiction to armed marauding which makes them recalcitrant 
citizens of a modern state. The Fakir of Ipi from his mountain 
fasinesses in Waziristan still bids defiance to every kind of law 
and order but his own. 

This wild country, where everyone carries a gun, must be a 
problem to any Government having nominal control of it; but 
the problem would be of merely local importance if not exploited 
by influences from outside. That such influences are now at 
work is beyond question since Afghanistan began to give open 
moral support to the rebellious elements, and the influences may 
be not only Afghan. In Karachi there is suspicion that India 
may have a hand in the trouble-making ; but, at any rate so far 
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as the Indian Government is concerned, this is very unlikely. 
For the higher political leadership in India seems to have a clear 
understanding of its interest in Pakistan’s firm hold on the frontier 
passes, which are the gateways to both countries. But conflict 
between Afghanistan and Pakistan, and anarchy west of the Indus, 
would certainly be a satisfactory state of affairs from the point 
of view of Russia, and there have been many reports of activities 
by Russian agents in the area. It is to be hoped that Pakistan’s 
vigorous protest against Afghan irredentist activity will cause 
politicians in Kabul to think again before committing themselves 
further to a policy which, by setting at odds the two Moslem 
states of the Indus basin, must endanger the independence of 
Afghanistan itself in relation to its mighty neighbour to the north. 


*® * * 


Consumer versus Technician 


The British Institute of Management, which held its 52nd 
conference at Scarborough last autumn, has now issued, in 
pamphlet form,* a very full report of its proceedings. It makes 
illuminating reading. Every speaker, whether economist, poli- 
tician, producer, or marketing expert, agreed that technical 
efficiency required standardisation, and at the same time that 
standardisation might threaten consumers’ freedom of choice. 
While each assented generally to the proposition that freedom of 
choice is a good thing in principle, there was a perfunctoriness 
about that assent which contrasted ominously with their en- 
thusiasm abour the merits of standardisation. It was here that 
Mr Herbert Morrison made his notorious complaint that C licence 
holders under the Road Transport Act “might run their own 
transport when it suited them to do so and at the same time 
expect to fall back on the public services merely to meet 
emergencies ’—which is as though a restaurateur were to complain 
that people only patronised him when they did not happen to 
want to eat at home. 

Some part of the solution of this consumer-versus-technician 
conflict lies, of course, in a more efficient costing of production 
and a greater willingness in producers to act on what that costing 
reveals. The most enthusiastic champion of the cohsumer has 
never claimed on his behalf the freedom to choose an article 
costing a shilling and pay only sixpence for it. A restriction of 

*“ Efficiency and Consumers’ Choice.” — British Institute of 
Management, 17 Hill Street, W.1. 52 pages. 5s, 
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choice based on the weeding out of absolutely or relatively yp. 
profitable lines is entirely compatible with consumer’s sovereignty 
since it is the consumer’s willingness to pay a profitable price 
which settles the matter one way or the other. Consumer research 
can further narrow the area of conflict by clarifying and eliciti 
what the public really wants—a question which can seldom be 
answered by the mere individual observation of buying habits 
Moreover, as One speaker remarked, “Choice without the means 
of knowing the implications of the choice is not all that it js 
cracked up to be”; were al] the implications understood, he 
believed, a much greater and more technically satisfactory degree 
of standardisation would be ‘achieved with no sense of curtail. 
ment of economic liberty. This may be optimism. An element 
of the arbitrary must remain in that, after actual Josing lines have 
been eliminated, there is no market mechanism whereby con- 
sumers can choose between more variety at higher prices and Jess 
variety at lower, except into a small field of custom made goods, 
But the liberal, as opposed to the bureaucratic solution, fies in 
evolving standardised lines not as the result of arbitrary decisions 
but in consequence of a preference by the consumer for a par- 
ticular line, as the result of the benefits to price and quality 
effected by greater efficiency in its production and marketing, 


Shorter Notes 


Correction —On page 598 of last week’s issue it was stated that 
“in the decade before the first World War, the capital investment 
of Britain, France and Germany abroad rose to an annual average 
of some £300 million, the equivalent of about $1,500 billion. . . .” 
This should have read “$1,500 million.” 

x 


The French Premier had no difficulty in discomfiting a Gaullist 
deputy who tried last week to prove to the National Assembly 
that the results of the loca) elections showed that the Third Force 
did not exist, and that a dissolution and a general election were 
warranted. In fact M. Queuille’s coalition of Socialists, Radicals 
and MRP has survived the last elections with which France should 
be troubled until November, 1951 ; and the calm assurance with 
which M. Queuille dealt with his critic bore witness to the 
unexpected strength which his Government has achieved. 


From The Economist ot 1849 


April 7th, 1849. 
THE interest attached to the uncertain issue of the great trial 
lof Rush] at Norwich was at an end on Thursday, when the 
verdict of guilty and the sentence of death became generally 
known. . . . Rush bore a rancorous grudge to Mr Jermy, 
and he had forged papers which would acquire value by Mr 
Jermy’s death... . 

The journals of the day that contain his conviction and 
sentence contain also the trial, conviction, and sentence of 
Sarah Hariette Thomas, aged nineteen, a servant who killed 
her mistress... .. 

The present assizes and the last few months seem to have 
been prolific in cases of horror ; and when we find the resolute 
man deliberately daring the punishment of the gallows to 
attain his end, and the ignorant girl regardless of its existence 
—when we find the particular crime for which it is especially 
preserved rife in the land, it is time to bethink us whether 
we are wise in relying on it for protection. A calm survey 
of society must satisfy every person that, over all the every- 
day business of life, over the performance of most of our 
duties, the dread of death or bedily punishment has com- 
paratively little influence. If it had, it would only paralyse 
exertion. If crime be increasing, and we may not hope to 
prevent it by our punishments, it is time that the legislator 
should take the matter into his serious consideration and 
examine all the means at his command to supply the place 
of that terror on which he has hitherto much too fondly and 
exclusively relied. We confirm our own opinion by a quota- 
tion: “The fact which summons,” says a writer in the April 
number of the Eclectic Review, “the attention of thoughtful 
people to crime, is its increase. Our criminals ate multiplying 
faster than our people. Young criminals are increasing faster 
than adult criminals. . . . Punishment is therefore a failure. 
Society has slept in an uneasy reliance upon punishment, 
since the world began, as an efficient prevention of crime ; 
and crime is victorious over it, growing more strong 4 
terrible continuously, . . . A new science must be created—_ 
the science of Moral Diseases. A new criminal code 18” 
needed, which shall deal with crimes according to theif’ 
tendencies to produce criminals and criminalities. 
hospitals must supplant prisons all over the world. 
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498 * they fly more people more miles than any other airline system 


Without water no description of paper could be made. 
A fundamental truth, yet only a half-told tale where 
. Bowaters Newfoundland mills are concerned. Here 
water is more than a material used in paper-making. It 
is transportation and power, too. On it pulpwood is 
floated down to the mills. With it is generated the 
electricity that drives the pulping and newsprint 
machines and supplies light and heat in the homes of 
thousands of islanders. Water must work for Bowaters 
—an ever busy and economical servant that can be 











relied on to keep production constant and costs stable. 
Bowaters have an unceasing flow from two great lakes 
183 square miles in area on which to draw. For over 
3,000,000,000 gallons of water alone are needed to 
produce the electrical energy required for the daily 


production of paper from their Corner Brook mills. The measure of 


This abundant supply of water and its utilisation as 


transport and power as well as a raw material, contribute Wholesale Service gti 


to the comprehensiveness of the Bowater Organisation. 





How wide is wholesale service? Let’s reckon it up. 

Issued by Consider the many rg a the ee 

. shoulders in the textile trade and the nature of the 

Wt ROWATER RARE CRETE ATION torre duties he discharges. There’s bulk buying that keeps 

London the factories going. There’s stocking, warehousing, 

displaying the product. There’s efficient marketing by 

speedy, economic nation-wide distribution. In fact, a 

USA NORWAY SWEDEN service of immeasurable value to every manufacturer 
and retailer in the country. , 


GREAT BRITAIN NEWFOUNDLAND AUSTRALIA SQUTH AFRICA 
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Stand M89, Ist Floor, Empire Hall, Olympia, Londen, 2-18th May, 1949, 
Issued in the Interests of Economic Textile Distribution by 


The Wholesale Textile Association, 75 Cannon Street, London, E.C.4 
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AMERICAN SURVEY 





The Readjustment Proceeds 


(From Our American Staff) 


ACH week since the first of the year has brought additional 
evidence of a business readjustment. The question at the 
end of December was whether there would be such a readjust- 
ment. Now, in early April, it has given way to debate on the 
likely extent of the changes. The advance of the boom has 
certainly been halted for a perceptible period, but whether 
this is a temporary interruption or something that will in time 
be labelled disinflation, slump, deflation, depression or some 
other name is still uncertain. 

So far, only very small changes are shown in the overall 
figures. In February the Federal Reserve index of industrial 
production had declined only to 189 per cent of the 1935-39 
average from last autumn’s high of 195 per cent. Employment 
in March was still slightly above that of a year ago, but it had 
not grown as rapidly as the labour forte, so that unemployment 
had mounted to the still modest figure of 3.250,000—about 5 
per cent of the laborfr force—from last year’s low level of 
1,750,000. The broad index of wholesale prices has been de- 
clining since the autumn, but has come down only to 1§8 per 
cent of the 1926 average from a high ef 16§. The.consumers’ 
price index has sagged for five consecutive months, but the 
total reduction has amounted to only about 3 percent. Short- 
term interest rates remain unchanged, but the yield on long- 
term high-grade corporate obligations has dropped, owing to 
reduced demand, from about 25 to 2} per cent. Personal income 
shows a very slight reduction from the high level reached at 
the end of 1948. The stock market, since its slump after Mr 
‘Truman’s unexpected victory, has been motionless. These are 
changes, but they are not yet of significant proportions. 

Behind the facade of these broad aggregates, which both 
reveal and conceal, the nature of the alteration can be seen with 
reasonable clarity. The most striking change is the decline in 
agricultural prices, which has been under way for a year and has 
brought several commodities to the level requiring government 
support operations, and many others close to that level. 
Evidently American agricultural output is now greater than 
demand at any recent price, and if nature permits large crops 
this year the Government’s obligation to support prices will 
prove heavy indeed, unless demand can be stimulated. The 
turn in metal prices during recent weeks is also striking. Lead 
prices have been in the van but mark-downs have been posted 
for some finished steel items, steel and copper scrap, and a 
number of finished goods containing metal. The decline in 
long-term interest rates has been the result of sharply reduced 
corporate requirements for debt funds. New issues in the first 
guarter fell short of those in 1948 by 30 per cent. This develop- 
ment is linked with frequent reports of the completion of post- 
war capital expansion programmes, or of the restrictive effect 
of high costs for equipment and construction and political un- 
certainties arising from the election. 

It has also become clear that housing construction in 1948 
substantially exceeded the formation of new families, and that 
earlier figures understated the number of additional units added 
in recent years. New houses, whose prices reflect recent pro- 
duction costs, are not always finding eager buyers and prices 
of older houses have slipped. Pipelines generally have been 
replenished, and the increase of business inventories is no longer 
absorbing a significant share of production. Though no figures 
are available, this must certainly be equally true of personal 
inventories. Finally, net exports have fallen off. 

These six sectors—agriculture, metals, business capital in- 
vestment, housing, inventories and exports—are the major,areas 
.of adjustment, although there are others of less importance. 





What has happened is that demand, at recent prices, has been 
satisfied and has not been maintained, and since these six 
sectors are so large, this generalisation can be applied to the 
entire economy. There is supporting evidence of another kind: 
personal saving has increased rapidly during the last year and 
is now at a dollar rate more than double that of 1947. The 
attractiveness of consumption has diminished. 


* 


This means that the productive capacity of the American 
economy has been so enlarged during the war and postwar 
years that it can satisfy not only current demands at recent 
prices, but also the abnormal demands inherited from the war 
years, both at home and abroad. These abnormal demands are 
now diminishing fairly rapidly, and output is pushing prices 
downward. There are two questions for the future. The first 
is whether the lower prices will bring about a constriction of 
production, or an increase in demand, so that employment and 
output will be sustained—if not at peak levels, at least at high 
levels. ‘The second is whether the slack will be taken up in 
other ways. The chief possibilities are federal, State and local 
outlays for a large array of needed public improvements, and 
increased expenditures for national security. The latter might 
cover both defence and economic aid to the under-developed 
areas, such as Mr Truman proposed in his Fourth Point. 

Neither question can be answered with any certainty. The 
incredible maladroitness of the Russians may of course bring 
about an increase in defence expenditures. If this can be avoided, 
the coming months seem likely to provide the first real post- 
war test of the wisdom and effectiveness of public and private 
policy. 

Encouraging symptoms are by no means lacking. Congress 
is giving overt signs, and the Administration tacit ones, that 
the proposals of some months ago to place the additional 
burdens of new taxes and controls on the economy are going 
to be laid aside, at least in large part. The restrictive monetary 
policy appropriate to conditions last year is being reversed ; 
restrictions on consumer credit have been eased, stock exchange 
margin requirements have been reduced and further steps in this 
direction are being discussed. Labour’s demands for increased 
compensation, which would increase costs and thus tend toward 
further restriction of demand, are more moderate than they 
have been at any time during the war and postwar period. What 
is equally or perhaps even more important, labour productivity, 
or to put it more bluntly, the willingness to do a full day’s work 
for a day’s pay, is reported to be rising. Business is beginning 
to court the consumer again, after nearly ten years of simply, 
and sometimes ungraciously, accepting orders. The farmer and 
Government are showing a willingness to let the consumer have 
cheaper food. 

The next few weeks are a time when many activities undergo 
seasonal expansion. The cautious, however, will remember that 
marked improvements were experienced in the springs of 1930: 
1931, and 1932, and were regularly interpreted as the end of 
the decline. While there is no evidence that America 38 
approaching a major depression calling for public and private 
policy to avert panic, neither is there any reason for the makers 
of policy to feel relieved of responsibility because the spring 
flowers have made their usual appearance. Recent moves have 
been in the right direction. If this course continues’ to be 
pursued, the long awaited readjustment in the American 
economy may be accomplished without undue disturbance at 
home or abroad. 
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Price-tag on the Dream 
House 


[FROM A SPECIAL CORRESPONDENT] 


Tue present Congress is expected to provide funds for the con- 
struction of perhaps 800,000 public housing units to be let to 
those whose income does not allow them to pay un-subsidised 
rents. But, even so, the majority of the millions of homes that 
America needs will still have to be built by private enterprise 
without public assistance. The building industry has recently 
been forced to realise that it has been pricing itself out of the 
market by producing too few houses to rent and too many to sell 
at high prices. Nowadays a house has to sell at less than $10,000 
to find a purchaser quickly, and building contractors are search- 
ing anxiously for means of reducing their costs. 

But there are some very stubborn obstacles in the way of 
making a dream house come true, at a price that can be paid by 
the ordinary American family. Most formidable among them is 
what the ordinary American family expects to get for its money. 
The price of housing has undeniably shot up over the past years, 
but so has the list of amenities which the word “ house ” has 
come to cover. Electric light, central heating and indoor plumb- 
ing are taken for granted ; the hand-fired stove, the oil lamp, 
the pump on the kitchen porch and the outhouse down the 
garden path are period pieces which appear in literature, in 
studies of sub-marginal housing and in the life of many rural 
areas, but never in dreams. 

Less taken for granted (the prospective purchaser will make 
sure that it is there), but nearly as important to a sale or lease, 
is insulation, unknown except in the top price ranges a genera- 
tion ago. Grimly aware of their climate, Americans living north 
of Washington are reluctant to see their fuel bill rising through 
the roof in winter ; those living in, or south of, the capital are 
equally concerned that the suf’s rays shall not beat unmitigated 
through their bedroom ceilings in summer, Venetian blinds, 
commonly found in the past only in the storeyed “ jalousies ” of 
Louisiana, are now general enough to have crept into the back 
of Studebaker cars. The American standard of cupboard space 
is far higher than the British—the movable wardrobe, for 
example, is almost unknown—and this adds greatly both to the 
minimum cubic space and also to the number of party walls. 
Most expensive of all is the array of shining instruments that 
the brave little woman expects to find in her dream kitchen: 
stove, refrigerator and streamlined sink are the indispensable 
elements around which the built-in unit for refuse disposal, the 
automatic dish washer, the electric washing machine and ironer, 
and the deep-freeze for storing frozen foods, group themselves 
all too naturally for the building contractor’s comfort. Supplies 
of medium-priced houses must be ready for buyers who have 
most of these “ necessities” on their dream shopping lists. 


” 8 


Both the President and Congress realise that cheaper houses 
are needed, but both propose to raise the country’s statutory 
minimum wage. It is not, therefore, on the labour side of the 
ledger that means of reducing costs are likely to be found. To- 
day labour in the building trades is more strongly organised, 
and controls wage rates more firmly, than ever before and 
tepeal of the Taft-Hartley Act, with its ban on the closed shop, 
is of particular interest to the building trades where the closed 
shop has chiefly been practised. Consequently the builder who 
can produce a cheaper house is likely to be the man who has 
discovered something new in building technology. Here the 
outlook is by no means hopeless, in spite of the frequency with 
Which the building industry is accused of being a technological 
anachronism. Indeed it is the search for-economy in the use 
® high-cost labour which has inspired many of the technical 

velopments. . 

The new blocks of flats, which are replacing blighted areas in 

centres of towns, or the semi-suburban districts, which have 

en built up around the cities on a large scale during and since 

¢ war, offer particularly promising opportunities for applying 
new methods. Construction in such cases is a large-scale 
Operation, to which the modern techniques used in erecting 
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office buildings are more suited than is the traditional art of 
house-building. The technique of steel and reinforced concrete 
construction, of elevators, heating, water supply and drainage, 
the methods of scaffolding, hoisting and handling materials on 
a multi-storey basis, which made possible the transformation of 
New York into a city of towers, can be applied, with only minor 
changes, to the building of blocks of flats. 

_ New materials have had, and are having, an equally revolu- 
tionary impact on building methods. There are plywood and 
laminated wood, light-weight steel structural members, gypsum, 
fibre board or wire mesh to replace the traditionad wood lath as 
a base for plaster, synthetic materials for roof, walls and floors, 
asbestos tiles and aluminium sheets which do not need painting, 
new forms of glass and plastics, improved paints and finishes. 

Welding is replacing riveting and the use of power tools has 
spread from the large scale operators right down through the 
minor contractors to the man who builds only a few houses a 
year and who was a handicraftsman only a few years ago. The 
various power shovels include a ditch digger for sewage con- 
nections which bites into the ground to a depth below frost 
level and spits the earth out to the side at the rate of a slow walk. 
Some of the concrete and mortar mixers are mounted on trucks 
to work as they travel so that the material is ready when they 
reach their destination. There are cranes and electric saws, 
planers and pipe cutters, sanders which in a few buzzing minutes 
prepare floors for the waxer which rubs hot wax into the finish. 

Where the housing development in prospect is a large one, 
additional savings can be made by carefully planning organisa- 
tion of the operation at the site, pre-assembly of parts, steady 
flow of materials, quick use of specialised skills and full empioy- 
ment of power tools. The mammoth rental properties built by 
Starratt Brothers and Eken for the Metropolitan Life Insurance 
Company, and the work of the Levitt firm, are examples of this 
on the largest scale. 

Even the smaller projects are using prefabrication to some 
extent, ranging from the nearly complete factory job, based 
on the plywood techniques evolved at the Forest Products 
Laboratory, to the precutting and preassembly of wood parts 
increasingly done either by the builder or by his materials dealer. 
Dealers are co-operating with builders in other ways as well, 
listing materials and scheduling deliveries so as not to rehandle 
materials on the job. More important still is the growing 
practice, which has been given the fine name of modular co- 
ordination, of manufacturing materials according to a unified 
system of dimensions so as to avoid the cutting, fitting and 
patching which normally goes on at the site. 


* 


But even with these technical aids to cost-cutting, how likely 
is the average American family to find its dream house soon ? 
Some of the recent pressures are lessening: the rate of family 
formation is slower than a few years ago ; the shift to a buyer’s 
market will weed out both incompetent managements and in- 
efficient workers ; better supplies of materials will reduce the 
expense of waiting for them to be delivered. Prices of the 
materials themselves are falling ; over the long term, however, 
increasing scarcity and increasing cost of production are likely to 
keep the cost of a good many materials high—lumber, for 
instance. The financial structure of the industry also affects the 
price of houses. Government action during the depression and 
in the postwar period launched housing on its postwar boom 
under the sails of an easy credit policy, which increased its 
inflationary effects. But the conditions on which banks will 
advance money for housing projects are now becoming stricter. 
Even in the boom period the old worries still plague the con- 
struction industry ; archaic state and municipal building codes, 
the make-work policies of trades unions, and the connivance of 
the building industry with both, <arry the inefficiencies of the 
handicraft period into the new technology. 

Mr and Mrs America will probably soon be able to find a 
house they like better than the one they have now. They may 
be able to rent rather than being forced to buy. But it seems 
that the price-tag on the dream house will only gradually cease 
to be a nightmare. 
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American Notes 


ERP Makes Slow Headway 

The first anniversary of the beginning of economic co- 
operation with Lurope was overshadowed by the formal birth of 
political co-operation—the signature of the Auantic Pact—but 
this did not lessen the sincerity of the messages of thanks and 
congratulation sent to those Americans who have been respon- 
sible for the success of the recovery programme. The 
Fconomic Co-operation Administrator replied with an equally 
complimentary account of the effective use which Europe has 
made of the aid it has received, an account directed at the Con- 
gressional doubters who make a profession of discovering how 
American aid 1s being wasted. Mr Hoffman pointed out that, 
if the European Recovery Programme lost momentum, its full 
effects would also be lost. “It is not smart to let down in the 
middle of a fight.” ors 

His warning appears to have had some effect—or perhaps it 1s 
the realisation that, at the present rate, the Senate will have to 
sit right through the summer if it is to complete its work. In 
any case, this week the debate on ERP has been more to the 
point than was the uninformed nagging at Britain which occupied 
most of last week. It is, however, worth noting that the naggers, 
and those who have refused to allow the debate to be brought 
10 a close, are chiefly relics of Republican isolationism, who carry 
litle weight either in or outside their own party, and whose 
arguments aroused even less public interest than did the earlier 
hearings on the subject. The general lack of public attention 
given to ERP this year springs, in the main at least, from the 
almost universal acceptance of the need for the programme ; it 
is taken for granted that it will be continued. 

The decisive bi-partisan votes against Senator Taft’s proposed 
reduction of 10 per cent in the ECA authorisation, and against 
Senator Wherry’s attempt to go § per cent better, are more reliable 
indications of the feeling in the Senate than are the delays in 
arriving at a final vote. But the size of the majority was fostered 
by Senator Vandenberg’s contention that the Senate should not 
tic the hands of the Appropriations Committee before Mr Hoffman 
has a chance to present his evidence to it ; the Senator was con- 
fident that at that time ECA itself would propose some adjust- 
ments in its original estimates. While there is now little doubt 
that the full sum will be authorised, it is almost taken for granted 
that less will be appropriated. The Senate is expected to dispose 
of the many amendments which it still has to consider without 
serious controversy, and to reach a final decision before the week 
is out, but the House is not taking up the authorisation until the 
Senate has voted on it. ECA will therefore spend the first two 
weeks of its second year of life with only about $50 million in 
its pocket and with no authority to make new commitments, 


* 


One of the latest amendments is Senator Brewster’s, aimed at 
Duich activities in Indonesia. Senator Vandenberg has proposed 
a@ compromise, denying ECA assistance to any country against 
which the Security Council has invoked sanctions, but not, as Mr 
Brewster hoped, to any country against which the United Nations 
is taking only preventive action. 

This proposal had already come up in committee, but the 
question of aid for China has only just been introduced into ECA 
discussions, although a storm on the subject has been gathering 
in the usual circles for some time. The Senate has accepted a 
proposal, also approved by the House, which makes the balance of 
$54 million left over from last year’s China aid available until 
next February, to be used anywhere in China that is not under 
Communist domination. There are those who want the aid to be 
reserved specifically for the Nationalist Government, but the 
arrangement is probably satisfactory to the Administration, and 
is certainly preferable to the proposal for a new Chinese appro- 
priation of $1.5 billion which has been gaining support in the 


“*AMERICAN SURVEY " is. drawn trom three 
sources. Articles described as ‘‘From Our American 
Staff *' are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘From an Industrial 
Correspondent '’ or ‘‘From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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Senate. The “ MacArthur Plan for Asia,” which Mr Stassen put 
forward at Boston Jast week, is rather more moderate. |; would 
require only $1 billion to begin with, its principles would be 
similar to those of the Marshal Plan, and the funds would be 
used to assist individual projects anywhere in Asia where there was 
a Communist threat. 
* 2 t 


Congress Eyes the Hoover Cure 


Mr Hoover’s Commission has noW completed its diagnosis 
of the maladies which afflict the orgamisation of the Administration 
and has submitted to Congress its proposals for treatment. They 
run to eighteen reports, to be capped, perhaps, by a summary 
which may help to relieve Congress of its present sinking sensq- 
tion before this mountain of facts and figures. The public (or 
it may be, only the millioas of civil servants anxious to know the 
worst about future changes) is showing a stouter appetite and 
powers of digestion. The reports may never reach the best-seller 
lists, but the Government Printing Office expects to sell enough 
to make a profit of $25,000. This interest is the strongest assur- 
ance that the Commission’s recommendations will not be allowed 
to languish. 

There is no question that the Commission has made an historic 
contribution to the understanding of the way government works 
and how it can be made more efficient and responsive. Broadly, 
the treatment is to clarify and strengthen the lines of authority 
from the President down, to attract more able men by offering 
better salaries and, at the top, more freedom from administrative 
routine, to group together similar functions now often widely 
dispersed, and to reform budgetary methods. The “ performance ® 
budget recommended would end such nightmares as the financing 
of one naval hospital from tweive appropriation titles—a practice 
which makes any comparison of costs a labour of Hercules. At 
a few points the Commission, like a house-proud wife who puts 
tidiness above all, has allowed principle to ride rough-shod over 
common-sense. It is more serious that the ¢urve of dissent, 
registered both by Commission members and outside critics, has 
risen markedly with the publication of reports on the domestic 
agencies. When the Commission, approaches, or perhaps over- 
steps, the outside limits of its jurisdiction, from which matters 
of policy were excluded, agreement becomes more difficult to 
obtain and the force of its recommendations is diminished On 
the question of the sale of power generated at government dams 
the Commission could submit no majority recommendation at all. 


* 


As Mr Hoover knows from his own sad experience as President, 
prescription is easier than cure. The Administration Bil] for 
increasing the control of the Secretary of Defence over the 
Service Departments, which follows the Commission’s recom- 
mendations in most particulars, is already in difficulties. Their 
author is Mr Ferdinand Eberstadt, who wrote the preliminary 
report on the Defence Establishment for the Commission. This 
advocated less drastic reforms than the final version. Mr 
Eberstadt’s doubts about the wisdom of greatly increasing the 
powers of the Secretary of Defence and creating a permanent 
chairman to preside over the Joint Chiefs of Staffs has duly 
impressed the Senate Armed Services Committee. The Services 
themselves, already squirming under Mr Johnson’s determination 
to take unification and efficiency seriously by ‘closing down 
redundant boards and committees, will take new heart. 

Most of the changes Mr Hoover recommends would be put 
into effect by the President under powers to be granted by 
Congress unless the legislature vetoed the plan within sixty days. 
The pressures and considerations which prompted the House, 
when it passed such a Bill, to exempt certain agencies and depatt- 
ments from the general reorganisation scheme, have persuaded 
the Senate Executive Expenditures Committee to recommend that 
a veto by either House should be sufficient to doom the President’s 
proposals. This would give the Senate, where the Administration 
majority is more shadowy than it is in the House, a final veto 
power. Such a provision lessens the pressure for exemptions, 
of which both Mr Truman and Mr Hoover are critical. But the 
half loaf offered by the House may be preferable to the risk that 
the whole scheme might be turned down. Some of the reserva- 
tions in Congress are caused by the traditional jealousy of the 
Administration, but others spring from fears that Mr Truman, 
once he has the power to reorganise, may spurn the advice of 
the bi-partisan specialists and choose to write his own prescripuon. 

The danger that suspicion, jealousy, inertia and plain bewilder- 
ment may cause the Hoover reports, most unsuitably, to gather 
dust on Congressional desks has led to the creation of a citize 
committee to educate public opinion on the urgency of reform 
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and mobilise tt behind the Commission’s recommendations, Mr 
Hoover, his task accomplished, has gone fishing, but his lieutenants 
will remain on the job. 


* * * 


Beck Cracks the Whip 


All across the country lorries are being held up on the roads 
while officials of the Teamsters’ Union check whether the drivers 
are union members and have paid their dues. This is part of a 
campaign to double the size of the union, which with its 1,000,000 
members is already the largest in the American Federation of 
Labour, The campaign is inspired and directed by Mr Dav: Beck, 
the Seattle labour leader who is now trying to hitch the whole 
forty-eight States to his wagon. In the last year he has been 
gradually taking over the reins of the Teamsters’ Union from 
Mr Dan Tebin, its ageing president. 

Mr Beck is driving the national union in the style that he 
developed so successfully west of the Rockies. The expansion 
of lorry transport into an inter-city, inter-state and inter-coastal 
affair has given him an opportunity to reorganise the Teamsters’ 
Unien on regional and naticnal lines, instead of in its original 
independen: local units. Mr Beck has broadened the union’s 
original claim to jurisdiction over everything on wheels to include 
everything they inove. In his interpretation this gives him the right 
to represent workers in the processing and distributive trades— 
cannery and department store workers, for example. It is only 
in these trades that any large reserves of unorganised workers 
are now to be found and conflict with other empire-building unions 
inevitably arises. Mr Beck’s feud with Mr Harry Bridges of the 
Congress of Industrial Organisations. over warehousemen on the 
west coast is of long standing; he is now competing, not only 
with oiher CIO unions, in New York and elsewhere, but also 
with unions within the AFL, such as the Retail Clerks. The lorry 
drivers, by delivering or refusing to deliver goods across picket 
lines, can bring strategic pressure to bear on rival unions, Such 
methods will not endear Mr Beck to the labour movement as a 
whole, any more than does the dictatorial rule by which he 
ensures that his members keep the bargains he has made for them. 

Bur bis effective guardianship of the teamsters’ interests seems 
to have made up to them for the lack of democracy in their union 
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and the employers have found him equally satisfactory to deal 
with, once he has made a bargain. Indeed, he has not been above 
using on their behalf the unco-operative and even violent methods 
by which he forced them to recognise him, in order to drive out 
business competitors ; he is very ready to protect the high profits 
on which he believes that high wages depend. Ten years ago, 
Mr Beck was the bogey of the Pacific coast ; today, he is one of 
its Tespected citizens, a leading Elk, a regent of the University 
of Washingtos, a man who abhors strikes and opposes the public 
ownership of electric power. 

Mr Beck is rapidly becoming one of the most powerful labour 
Jeaders in the United States and is in the running for the leader- 
ship of the AFL—a position which he may not covet. He is by 
no means an orthodox member of the Federation. He challenges 
its tradition ot craft unions organised locally. Believing that 
labouc’s activities should be confined to the economic field, he 
has little sympathy for the schemes for political education which 
the Federation developed so successfully during the election. And 
his present demonstration of his authority over the nation’s lorry 
drivers, while probably not interfering with road transport to any 
serious extent, has caused a further hardening of Congressional 
Opinion against the repeal of the Taft-Hartley Act. 


* * * 


Communists on the Campus 


The last refuge of teachers who are Communists may soon 
paradoxically be the universities” heavily endowed by private 
capital. The State legislatures, which finance and supervise the 
State universities, have taken alarm at rumours of Communist 
infiltration into the schools and colleges. ‘Texas, in a resolution 
somewhat less rigid than a law, but more pressing than a sugges- 
tion, has authorised and instructed the presidents of the State’s 
colleges and universities: to expel those disloyal to Texas and 
the nation. New Hampshire and Illinois have authorised investi- 
gations into reports of Communist activity on the campus. In 
Illinois the move was a prompt reprisal for a student demonstra- 
tion against a cluster of anti-Communist Bills being debated. 
In Oregon, a geneticist has been expelled for propagating the 
theories of Lysenko. 
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This is like taking a sledge-hammer to a nut, for the number 
of Communist teachers is small. But even liberal educators, who 
have always flown to arms at the slightest threat to academic 
freedom, are puzzled to decide whether the dismissal of teachers 
who are members of the Communist party is a violation of their 
piinciples or a new application of them. In this field the cause 
cé.ébre is that of six professors at the University of Washington. 
‘The university insists that its purge was taken quite independently 
of criticisms in the State legislature. The charges were investi- 
gated by a committee of professors. It recommended the dismissal 
of one man who, while he did not admit to party membership, 
was characterised as a follower of the party line and unsatisfaciory 
on ether counts. ‘Two more professors admitted present member- 
saip in the Communist party, but their integrity was upheld by 
ihe majority of the jury. Three other men, who admitted to 
previous membership, but had recanted, were absolved. The 
vresident of the University and the Board of Regents, however, 
dismissed the first three on the grounds that party membership, 
open er concealed, constituted an overt act of disloyalty and was 
plain evidence of intellectual bias which unfitted a man for teach- 
ing. Ihe other three were placed on probation. The Communist 
Party is still legal in Washington ; and it is hard to see how, in 

xc case at least, lectures on Chaucer could be twisted to serve 
ihe ends cf the Cominform. But the view seems to be growing, 
im) academic circles—and naturally comes easiest to men who must 
justily the ways of the university to those who hold the purse- 
strings—that there is no unqualified right of a Communist to 
teach. It is the old problem.of how far a democracy can tolerate 
these who conspire to destroy it. 


The law passed last week by the New York State Legislature 
and signed by Governor Dewey goes much further in legalising 
the dubious doctrine of guilt by association. It instructs the 
Board of Regents to draw up a list of subversive organisations and 
makes membership in any one of these cause for dismissal or 
refusal to appoint. By this test, Dr Frank Graham, the President 
of the University of North Carolina, who was recently appointed 
to serve until 1950 in the Senate, is a dangerous subversive, and 
likely to contaminate his fellows, for he is a liberal who has not 
been afraid to lend his name to suspect organisations when they 
supported causes he felt to be just. Dr Graham has now come 
to the conclusion that it is impossible to work with the Com- 
munists, and the raking up by Senator Bricker of his security 


Letters to 


Fight Shillings in the Pound 


Six,—There is clearly a.limit to the proportion of a country’s 
income which can be taken in taxation without disastrous effects, 
but is there no reason for believing that it may in our- present 
conditions be considerably higher than, say, the figure of 25 per 
cent suggested (on the basis of past cases) by Mr Colin Clark ? 

There is little doubt that the collecting efficiency of our taxa- 
thon machine (and probably the honesty of our taxpayers) is far 
superior to that of most past civilisations and even of most 
present-day countries. This means, firstly, that we are better 
able to impose the burden where (at least, as we see it) the dis- 
incentive and total sacrifice are least; and, secondly, that an 
equally burdensome tax can bring in more than could more penal 
rates of exaction in an economy where evasion (usually by those 
best able to pay) is prevalent. 

Moreover, the disincentive effect of taxation imposed expressly 
to check inflation (a device unprecedented on such a scale 
and as a conscious policy) must be weighed against other 
disastrous effects if the inflation is allowed free rein. The pro- 
portion of national income taken for such a purpose cannot 
justifiably be compared with that taken where no such end was 
in view. 

Finally, as national real income rises through time taxpayers 
may prefer to have increments of it in an increasing proportion 
in the sort of amenities provided (or best provided) by the state. 
As economic education advances it should not be impossible— 
though it would have been in the past—to link the extent of their 
provision in the mind of the taxpayer with the efficiency of his 
own productive efforts—even though the immediate fruit of them 
is lost to him through taxation.—-Yours faithfully, 

Si. Catharine’s Coliege, Cambridge 1. O. N. Perkins 
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troubles over atomic energy was more than offset by testimonials 
to his sincerity and idealism. 

The choice of Dr Graham, who by now is inured to hot Water 
was a surprising one for a Southern Governor to make, though 
North Carolina has a more liberal record, particularly on race 
relations, than most of the Southern States. It may be that North 
Carolina felt Dr Graham would be less troublesome in Washington 
than at home, but the fact that Washington was consulted over 
the appointment suggests that Dr Graham is expected not only 
to provide a much needed reinforcement to the Administration 
in the Senate, bur also to act as a Southern spokesman and 
mediator over the civil rights programme. 


Shorter Notes 


Taxi-drivers in New York this week reduced for a short time 
the congestion of the streets about which they ceaselessly complain 
by going on strike. But the dispute, which began on April rst. 
seems to be petering out: on the first day only some goo drivers 
defied the union organisers, but by the middle of the week most 
drivers had returned to work. New York has nearly 12,000 cabs, 
of which a few are driven by women ; 4,710 are owner-operated, 
the balance is divided between 417 companies. The strike arose 
over the attempt of a branch of Mr John L. Lewis’ Mine-workers’ 
Union to organise drivers and mechanics, 


* 


Between April and June, the amount of steel reserved each 
month for essentia] industries under the voluntary allocations 
scheme will be reduced, by some 150,000 tons, to about 445,000 
tons a month. Builders of railroad goods wagons wil not have 
so much steel allotted to them because their orders are declining, 
armament manufacturers because they prefer to obtain their steel 
from their usual suppliers. The reduction does not necessarily 
mean that less steel will be used, since the released steel will be 
available for purchase in the open market. New allocations plans 
have recently been introduced for steel for domestic heating, grain 
storage, reclamation projects and European recovery. The lessened 
urgercy of the voluntary allocations programme will, however, 
make it even more difficult for the President to jusufy his demand 
for power to institute compulsory allocations. 


the Editor 


Price ot Gold 


Sir,—Since 1939 world prices in dollar terms have doubled; 
but the price of gold is still $35 a fine ounce. This meanseif 
“invisible” items are disregarded—that a given physical balance 
of trade today must be settled by an export of double the physical 
quantity of gold which would have sufficed in 1939. I doubt if 
there is enough monetary gold to perform this balancihg function 
unless its dollar value is raised appreciably. 


Even in “normal” times a change of this magnitude in the 
ratio between gold and goods would put an unbearable strain on 
the monetary gold reserves of many countries. Today, having 
regard to Europe’s needs and America’s huge export surplus, the 
change in the relative values of gold and goods is disrupting 
trade and creating a barrier between the dollar and sterling trading 
areas. The result may well be an early devaluation of sterling 
and western European currencies, and eventually another slump— 
unless America is willing (a) to continue Marshall aid indefinitely ; 
or (b) to reduce import tariffs drastically ; or (c) to raise the 
dollar price of gold, which would involve an all-round devaluation 
of currencies in terms of gold. 


The main objection to raising the price of gold is that :t would 
be inflationary. This argument may soon lose its force. It is 0 
any case disputable. American prices have doubled and the US 
note circulation has almost quadrupled since 1939, yet the US 
price of gold has been constant. The vast expansion of 
credit, without any corresponding change in the price of gold, 
was facilitated by economies in the use of gold (e.g., by reducing 
the statutory ratios of gold to notes and deposits) ; and the process 
se be reversed if a general devaluation of currencies became 

esirable. 
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A 50 per cent devaluation of currencies in terms of gold would 
raise the value of the British Empire’s annual gold output (exclud- 
ing Canada) by nearly $500 million immediately and probably by 
at least $900 million in a year or two with the restoration of the 
gold output of the older mines to the 1941 level and the entry 
into production of the new Orange Free State and Far West Rand 
mines. This might well enable Britain (1) to bridge the dollar 

p, restore convertibility of sterling and dispense ‘with Marshall 
gid ; (2) to restore multilateral trade and end bilateralism, which 
js aiding the Iron Curtain countries in the cold war by providing 
them with industrial equipment ; (3) to ensure British meat sup- 
plies from Argentina by offering sterling convertible into dollars ; 
(4) to buy more from western Europe (such as French wines, 
silks and cosmetics), thus aiding European recovery. 

America would gain by a reduction in the cost of Marshall aid 
and in the taxation needed both to finance such aid and to offset 
the inflationary consequences of a large export surplus. Soon or 
late American tariffs must be reduced further, but a higher US 
price of gold would obviate drastic tariff cuts since it would 
diminish the US credit balance of payments. If more dollars 
are not made available to other countries by these means, Ameri- 
can exports (except against loans and gifts) are likely to fall. 
Domestic consumption might be altered, but this would involve 
a change in saving and consumption habits as well as an altered 
pattern of production, which might be impracticable. 

The choice rests with America, which—with Britain—can veto 
an IMF majority decision to devalue all currencies uniformly in 
terms of gold. If she exercises that right, the rest of the world 
will have to learn to go without, or find elsewhere, goods now 
supplied by America ; the rift between sterling and dollar areas 
will widen ; and bilateral treaties with soft currency countries 
will increase. We might then see a recurrence of the competitive 
currency depreciation which was once the nightmare of American 
exporters ; and the outcome—as in 1934—would no doubt be a 
fresh devaluation of the dollar. 

What will be the choice ? Will multilateral trade, which was a 
major aim of the Bretton Woods organisations and the Trade 
Charter, remain only a vision ? Will the complementary aim of 
exchange stability based on gold be abandoned ? It may have to 
be dropped unless the price of gold is brought into line with 
commodity prices. To keep it at the prewar price of $35 an 
ounce is to invite currency and trade chaos. The world needs 
American goods, but they can only be paid for (if loans and gifts 
are excluded) by goods or gold. If America shuts out goods by 
high tariffs and insists on payment in gold at its prewar value, the 
IMF will probably break down, and the economic and political 
consequences will be incalculable.—Yours faithfully, 

LAURENCE WILKINSON 

33 Murray Road, Wimbedon Common, London, S.W.19 


Roman Catholics in America 


Sir,—May I briefly comment on your recent article under the 
above title ?. Several of the statements therein are, I believe, open 
to some misunderstanding. Firstly, it is mot correct to imagine 
that Catholics, in their reaction to the “trial” of Cardinal 
Mindszenty, were alone in their sentiment or force of expression, 
either in America or elsewhere; there is no question, either, of 
Catholics demanding war with Russia, and no authority could 
be found for such a suggestion. 
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Secondly, it is not correct to imagine that the majority of 
American Catholies have been recently “ uprooted ” and thereby 
psychologically affected in their beliefs. In the past 25 years there 
has been virtually no immigration into the United States. Thirdly, 
there is no authority for the contention that American Catholics, 
unlike their compatriots, are opposed to the traditional separation 
of Church and state ; nor for the implication that Catholic educa- 
tion is.a burden upon the American public=as in England, 
American Catholics pay their share of the cost of state education 
and in addition pay for their own schools, an estimated saving for 
US taxpayers of $400 million. Finally there is no truth whatever 
in the statement that the Vatican has “ declared war” on Russia. 


—Yours faithfully, EpwarpD NEVIN 
Llys Glaise, 1 Penglais Road, Aberystwyth 


PAYE 


S1r,—As an employer of labour in the engineering trade, having 
168 employees engaged in carrying out high quality automobile 
and general engineering work, I have from time to time been 
exceedingly irritated by the excessive grumbling levelled against 
income tax. Owing to persistent publicity, I think that the 
average employee genuinely believes that he pays income tax at 
the rate of 9s. in the pound on his earnings. I frequently hear of 
cases of reluctance to work overtime because of “income tax 
taking nearly half the extra money.” 

Having the PAYE figures for the past year complete, I have 
made a brief investigation of the position, and feel that my findings 
throw a startling light on the true state of affairs which must 
exist throughout the industry generally. 

Of the 168 employees, 18 per cent pay no tax at all ; 2 per cent 
pay up to £1 per annum, or 43d. per week; 48 per cent pay 
over £1, but under £2 per annum, or 94d. per week ; 2 per cent 
pay over £2, but under £3 per annum, or Is. 2d. per week; 
2 per cent pay over £3, but under £4 per annum, or 1s. 6$d. per 
week ; I; per cent pay over £4, but under £5 per annum, or 
Is. 11d. per week. This means that some 30 per cent of employees 
pay less than 2s. per week, i.e., less than an hour’s pay per week. 

It is my practice to pay slightly over basic rates, so that these 
figures must be fairly representative of the trade as a whole. 

From these figures it is clear that the higher paid executives, 
including foremen, charge hands, etc., and skilled men pay the 
greater part of taxation deducted on our PAYE;; in other words, 
responsibility and skill suffer for the benefit of the rank and file— 


Yours faithfully, A. J. GURNEY 
Laystall Engineering Co., Limited, S.E.1 


Browning and the Kremlin 


S1r,—Your emendation of Browning at the head of your article 
last week on “ Men of the Kremlin” was felicitous, in that it 
provided a neat rhyme. But Browning preferred the version: 

“ ..Or as in Moscow towards the Tsar 
With the demurest of footfalls. . . .” 


—Yours faithfully, FELLOW TRAVELLER 
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THE WORLD OVERSEAS 





First Year of the 


F the ERP nations in 1048 went far toward rebuildiag their 

industrial output, the same unfortunately cannot be said of 
their international trade. ‘Their lack of success was not due to 
any absence of good intentions and hard efforts ; rather it arose 
from the sheer intractibility and magnitude of the problem itself. 
In absolute terms the gains were impressive and laudable, but 
when measured against the final requirements, they looked puny 
and a little pathetic. 

The 19 Marshall nations succeeded, for instance, in reducing 
their total deficit on both capital and current accounts from $7,800 
million in 1947 to almost $5,500 million in 1948. The bulk of this 
deficit was with the Western Hemisphere. At the same time they 
scaled down their trade deficit with the United States by over 
30 per cent—from $4,200 million to $3,200 million ; but after this 
great endeavour Western Europe’s exports were still paying in 
1948 for a mere 23 per cent of their imports from the United 
States. 

The gap was reduced to these dimensions by a pincers move- 
ment: one arm held imports from America in check and the other 
moved up to expand exports. The real force, however, was in the 
arm which reduced imports. The same tactics were applied by 
the ERP countries generally in all their trade transactions, with 
the result that, while total exports of the nine leading Marshall 
nations increased by 32 per cent, imports rose by only 9 per cent. 
Helpful as this action was in balancing payments, especially with 
the dollar world, it was a positive hindrance to trade in other 
areas and particularly between the Marshall nations themselves. 

Last year intra-European trade was still languishing at near its 
1947 level, when the Marshall nations were importing from each 
other at approximately 65 per cent of the prewar rate. This 
depressed level can be traced to three primary causes: import 
restrictions directed mainly at luxury goods. inordinate prices 
asked for export goods—the result either of inflation or of high 
production costs or of both—and finally, Germany’s failure as it 
revived to increase imports from its neighbours. In a_ sense, 
however, the 1948 level of intra-European trade marks some 
progress, since it represents a reversal of a downward trend that 
would have continued unchecked without the help of the Marshall 
Plan. 


Trade with Marshall Dollars 


Indeed, had Marshall aid not been extended on such a generous 
scale, the shrivelling of both intra-European and world trade 
would have been catastrophic. To bring home this truth, it is 
only necessary to examine what proportion of the trade of the 19 
nations was furnished directly or indirectly by Marshall dollars. 
Perhaps as much as one-sixth of intra-European trade in. 1948-49 
was financed by ECA, either by means of “ offshore ” purchases— 
that is goods bought in Europe with US dollars—or through the 
Payments Scheme. Under this scheme, European creditors made 
available to Europe’s debtors over $800 millions’ worth of grants 
for which they were reimbursed by an equivalent amount of 
Marshall dollars. 

Even more striking is the fact that Marshall dollars are paying 
for well over a fifth of all the commodities bought by the ERP 
countries. The drain on gold and dollar reserves has deciined 
sharply. In 1947 it was $2,100 million, and in 1948 the ERP 
countries were forced to liquidate only about $200 millions’ worth 
of their few remaining securities. 

The composition of these Marshall-financed imports still shows 
an excessive dependence on the Western Hemisphere for food 
and raw materials, but it also reveals that the share of “ relief” 
as opposed to “recovery” goods has declined since the early 
months of the Plan. During the first eleven months 64 per cent 
of total imports under the recovery programme had been supplied 
by the United States, 17 per cent by Canada, and 9 per cent by 

Not ail the Marshall nations have contributed equally to the 
collective progress made towards the recovery of international 
trade. It is difficult to establish an order of merit except to point 
out that France has, by all odds, been the worst performer, A 
brief review of the trade positions in eight of the ERP nations 


Marshall Plan—II 


will show the diversity of the problems they face, the wide vari 
of solutions required, and some indication of the headway made 
in each case. 

France.—The paramount problem is a huge deficit with nearly 
all France’s trading partners. The deficit in the balance of pay- 
ments of the French Union has been reduced by only a fraction 
from $1,890 million in 1947 to $1,700 million in 1948. It is true 
that the deficit on current account with the dollar area was reduced 
from $1,700 million in 1947 to $1,200 million last year, but this 
feat was accomplished by merely shifting the deficit to other 
regions, including the sterling area and Belgium. 

In concrete terms what happened was that, although imports 
are only slightly above prewar, French exports sufficed to pay 
for only 42 per cent of imports in 1947 ; last year the proportion 
was a bare 44 per cent. The main reason for this export failyre 
was, of course, inflation, over which the French authorities now 
seem to be getting the upper hand, with the result that in February 
of this year exports covered 60 per cent of imports. According 
to the recent ECA study of France, the solution must be to cut 
prices in order to achieve a larger volume of exports. The crucial 
question, ECA observes, is “ will this reduction of export prices 
be achieved as a result of higher productivity and lower real 
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costs in French industry, or will it be achieved by devaluation, at 
the expense of the French standard of living ? ” 

Bizonia—In 1947 Bizonia’s deficit—mainly with the dollar 
area—was $500 million. It increased to $800 million last year 
(the deficit with the dollar world was about $850 million, but 
Bizonia had a surplus with the other Marshall nations). However, 
the increased deficit must be ranged alongside an expansion of 
total trade from less than $1,000 million in 1947 to over $2,000 
million last year ; and while Bizonia’s exports covered only 30 pet 
cent of import costs in 1947 they paid for 43 per cent in the follow- 
ing year. 

Bizonia’s performance has probably impressed and gratified its 
US military chaperones, but it has gravely disappointed some of 
its European neighbours. They had hoped to find in a reviving 
Germany—one of the important hubs of prewar European trade— 
a growing market for their produce. Instead, while 88 per cent 
of the Bizone’s exports now go to the Marshall nations, its imports 
from this group have steadily declined since June of last year. The 
reasons are first, the complicated machinery of the Joint-Export- 
Import Agency, which had difficulty in adapting itself to ERP; 
second, foreign currencies are greatly overvalued in relation to 
the dollar (in which German trade is conducted) and this dis- 
courages the German businessman from making foreign purchases ; 
and third, lack of cheap credit has made German importers unable 
to build up stocks, 

Britain.—From_having a deficit of $2,500 million on current 
account in 1947, Britain was in the surprising position of accumu- 
lating a small surplus with the world as a whole in the last six 
months of 1948. Within these accounts, however, there were 
various regional deficits. Thus a dollar gap continued, and there 
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First Year of the Marshall Plan—II 


F the ERP nations in 1048 went far toward rebuildiag their 

industrial output, the same unfortunately cannot be said of 
their international trade. Their lack of success was not due to 
any absence of good intentions and hard efforts ; rather it arose 
from the sheer intractibility and magnitude of the problem itself. 
In absolute terms the gains were impressive and laudable, but 
when measured against the final requirements, they looked puny 
and a little pathetic. 

The 19 Marshall nations succeeded, for instance, in reducing 
their total deficit on both capital and current accounts from $7,800 
million in 1947 to almost $5,500 million in 1948. The bulk of this 
deficit was with the Western Hemisphere. At the same time they 
scaled down their trade deficit with the United States by over 
30 per cent—from $4,200 million to $3,200 million ; but after this 
great endeavour Western Europe’s exports were still paying in 
1948 for a mere 23 per cent of their imports from the United 
States. 

The gap was reduced to these dimensions by a pincers move- 
ment: one arm held imports from America in check and the other 
moved up to expand exports. The real force, however, was in the 
arm which reduced imports. The same tactics were applied by 
the ERP countries generally in all their trade transactions, with 
the result that, while total exports of the nine leading Marshall 
nations increased by 32 per cent, imports rose by only 9 per cent. 
Helpful as this action was in balancing payments, especially with 
the dollar world, it was a positive hindrance to trade in other 
areas and particularly between the Marshall nations themselves. 

Last year intra-European trade was still languishing at near its 
1947 level, when the Marshal! nations were importing from each 
other at approximately 65 per cent of the prewar rate. This 
depressed level can be traced to three primary causes: import 
restrictions directed mainly at luxury goods. inordinate prices 
asked for export goods—the result either of inflation or of high 
production costs or of both—and finally, Germany’s failure as it 
revived to increase imports from its neighbours. In a sense, 
however, the 1948 level of intra-European trade marks some 
progress, since it represents a reversal of a downward trend that 
—_ have continued unchecked without the help of the Marshall 

Jan. 


Trade with Marshall Dollars 


Indeed, had Marshall aid not been extended on such a generous 
scale, the shrivelling of both intra-European and world trade 
would have been catastrophic. To bring home this truth, it is 
only necessary to examine what proportion of the trade of the 19 
nations was furnished directly or indirectly by Marshall dollars. 
Perhaps as much as one-sixth of intra-European trade in 1948-49 
was financed by ECA, either by means of “ offshore ” purchases— 
that is goods bought in Europe with US dollars—or through the 
Payments Scheme. Under this scheme, European creditors made 
available to Europe’s debtors over $800 millions’ worth of grants 
for which they were reimbursed by an equivalent amount of 
Marshall dollars. 

Even more striking is the fact that Marshall dollars are paying 
for well over a fifth of all the commodities bought by the ERP 
countries. The drain on gold and dollar reserves has deciined 
sharply. In 1947 it was $2,100 million, and in 1948 the ERP 
countries were forced to liquidate only about $200 millions’ werth 
of their few remaining securities. 

The composition of these Marshall-financed imports still shows 
an excessive dependence on the Western Hemisphere for food 
and raw materials, but it also reveals that the share of “ relief” 
as opposed to “recovery” goods has declined since the early 
months of the Plan. During the first eleven months 64 per cent 
of total imports under the recovery programme had been supplied 
by the United States, 17 per cent by Canada, and 9 per cent by 
Latin America. 

Nor ail the Marshall nations have contributed equally to the 
collective progress made towards the recovery of international 
trade. It is difficult to establish an order of merit except to point 
out that France has, by all odds, been the worst performer, A 
brief review of the trade positions in eight of the ERP nations 


will show the diversity of the problems they face, the wide Variety 
of solutions required, and some indication of the headway made 
in each case. 

France.-—The paramount problem is a huge deficit with nearly 
all France’s trading partners. The deficit in the balance of pay- 
ments of the French Union has been reduced by only a fraction 
from $1,890 million in 1947 to $1,700 million in 1948. It is true 
that the deficit on current account with the dollar area was reduced 
from $1,700 million in 1947 to $1,200 million last year, but this 
feat was accomplished by merely shifting the deficit to other 
regions, including the sterling area and Belgium. 

In concrete terms what happened was that, although imports 
are only slightly above prewar, French exports sufficed to pay 
for only 42 per cent of imports in 1947 ; last year the proportion 
was a bare 44 per cent. The main reason for this export failure 
was, of course, inflation, over which the French authorities now 
seem to be getting the upper hand, with the result that in February 
of this year exports covered 60 per cent of imports. According 
to the recent ECA study of France, the solution must be to cut 
prices in order to achieve a larger volume of exports. The crucial 
question, ECA observes, is “ will this reduction of export prices 
be achieved as a result of higher productivity and lower real 
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costs in French industry, or will it be achieved by devaluation, at 
the expense of the French standard of living ? ” 

Bizonta—In 1947 Bizonia’s deficit—mainly with the dollar 
area—was $500 million. It increased to $800 million last year 
(the deficit with the dollar world was about $850 miilion, but 
Bizonia had a surplus with the other Marshall nations). However, 
the increased deficit must be ranged alongside an expansion of 
total trade from less than $1,000 million in 1947 to over $2,000 
million last year ; and while Bizonia’s exports covered only 30 per 
cent of import costs in 1947 they paid for 43 per cent in the follow- 
ing year. 

Bizonia’s performance has probably impressed and gratified its 
US military chaperones, but it has gravely disappointed some of 
its European neighbours. They had hoped to find in a reviving 
Germany—one of the important hubs of prewar European trade— 
a growing market for their produce. Instead, while 88 per cent 
of the Bizone’s exports now go to the Marshall nations, its imports 
from this group have steadily declined since June of last year. The 
reasons are first, the complicated machinery of the Joint-Export- 
Import Agency, which had difficulty in adapting itself to ERP; 
second, foreign currencies are greatly overvalued in relation to 
the dollar (in which German trade is conducted) and this dis- 
courages the German businessman from making foreign purchases ; 
and third, lack of cheap credit has made German importers unable 
to build up stocks. 

Britain —From having a deficit of $2,500 million on current 
account in 1947, Britain was in the surprising position of accumu- 
lating a small surplus with the world as a whole in the last six 
months of 1948. Within these accounts, however, there were 
Various regional deficits. Thus a dollar gap continued, and there 
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emerged for the first time a gap with countries in the Middle 
East and Eastern Europe. Obviously the dollar gap cannot be 
offset by surpluses elsewhere, and the second deficit can only 
be met if the Middle East and Eastern Europe uses its sterling 
for purchases of raw materials in the rest of the sterling area or 
for buying commodities from the Marshall nations who are short 
of sterling. 

Britain’s deficit with the Western Hemisphere dollar account fell 
from $2,400 million in 1947 to $1,100 million in 1948. As for 
its visible trade with the United States, Britain cut imports and 
expanded exports each by 40 per cent, thus diminishing the trade 
deficit of $900 million in 1947 to $364 million last year. 

It is doubtful if during the coming year Britain can maintain 
this pace. British exports since the war have reflected an element 
of capital flight ; many countries bought British goods somewhat 
indiscriminately in order to reduce their big sterling balances. 
The rate of exports is already beginning to lose some of its 
momentum because of price difficulties, the appearance of gluts 
and import restrictions. At the same time the British economy, 
both from the standpoint of consumption and industrial needs, 
must in the long run increase imports above their current level, 
which is only 85 per cent of the prewar volume. 

Belgium-Luxemburg.—Four-fifths of Belgium’s total deficit 
is with the United States, but even that deficit is likely to be 
only $29.4 million in 1948-49. The explanation for this accom- 
plishment lies in a general increase in Belgian exports of 15 per 
cent, a rise of only 2 per cent in imports and the garnering of 
cor.siderable gold and dollars from the other Marshall nations 
with whom Belgium runs a surplus. But even if these surpluses 
were fully convertible, Belgium would still be unable to pay for 
its imports from the United States, which now occupy double 
the share of total Belgian imports compared with prewar. Some 
expansion of Belgian exports to the United States is called for and 
a further restriction in semi-luxury imports from America ; but 
there will remain an irreducible deficit which Belgium must cover 
by converting into dollars its surpluses with Europe, unless it is 
to reshape its domestic economy radically. As for intra-European 
trade, the Payments Scheme has only temporarily arrested the 
decline of Belgian trade with the Marshall nations. Neither 
France, Holland nor the United Kingdom has enough to sell at 
what the Belgian authorities regard as reasonable prices. Further- 
more, all three nations habitually cut imports from Belgium to 
the bone lest they be compelled to make good any deficit by hand- 
ing over dollars to the Belgian Government. 

Holland.—The total deficit on trade account was reduced from 
$738 million in 1947 to $659 million last year and the dollar deficit 
from $550 million to $455 million. These were still unmanageable 
proportions, although they were achieved at the cost of great 
effort. Last year Dutch exports increased by 44 per cent over 
1947, and imports went up by 16 per cent to a level still below 
that of prewar. The task before the Netherlands is staggering 
in that it must replace with exports the invisible income from 
assets, now liquidated, which before the war paid for 30 per cent 
of its imports. Unless a political settlement is reached in Indonesia 
whereby that area again becomes a dollar-earner—at the moment 
it has a dollar deficit—Holland cannot conceivably make ends 
meet. 


Italy Looks to Germany 


Italy —By raising its exports by nearly 50 per cent Italy last 
year built up a slight surplus with the not-dollar world, and 
even managed to reduce its deficit with the United States, so that 
Italian exports to America covered 22 per cent of its imports as 
compared with only 9 per cent in the previous year. This good 
export record, however, may not be maintained because it includes 
many items of a non-recurring nature that reflected Italian 
ingenuity in taking advantage of passing shortages rather than 
the development of new and permanent markets. Moreover, 
trade with the Marshall nations failed to revive at the same rate 
as trade with the rest of the world. This is a serious matter for 
Italy, because the solution of its balance of payments depends a 
great deal on the loosening of currency restrictions in Western 
Europe generally, and on how soon Germany returns to a level 
where it can import Italian agricultural products and resume its 
place as Italy’s principal source of supply. It is also clear that to 
achieve a further increase of exports Italy will have to cut prices, 

Sweden.—The dollar deficit is Sweden’s chief headache in the 
realm of international trade, the rest of its accounts being close 
to equilibrium. Sweden’s dollar deficit dropped from $334.4 
million in 1947 to about $75 million in 1948. This reduction was 
brought about sole'y by a drastic cut of 7o per cent in Swedish 
imports from the United States. Far from helping to narrow the 
gap further, Swedish exports to the United States shrank woe- 
fully from mid-1948 onward, chiefly because, with increased pro- 
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duction in America and Canada. the US market fo; Swedish 
wood pulp dried up. Since the war, wood pulp Comprised tw 
thirds of all exports to che United States, so that uniess Swedes 
can make its prices for wood pulp competitive with those of a 
United States and Canada or can market substantial quantities of 
other Swedish products, the outlook for balancing trade with the 
dollar world is poor. Total Swedish exports last year rose near] 
4 per cent above 1947 and exports to other ERP countries ~ 
creased by 18 per cent, while total imports dropped by 5 per cent, 
Norway.—Norway’s total deficit im commodity trade fell from 
$270 million in 1947 to $200 million im 1948, and the deficit with 
the Western Hemisphere was pared down from $204 million to 
$150 million. Where Norwegian exports to the United States 
in 1947 covered only 15 per cent of its imports from that area, the 
coverage had improved to 40 per cent last year, chiefly as a 
result of reduced imports. Norway also had troublesome deficits 
with the ERP countries, mainly with Belgium and with the sterlin 
area. The immediate task for the Norwegians is to increase the 
volume of their merchant shipping, since before the war income 
from shipping paid for nearly one-third of their imports, while 
to-day it covers one-sixth. Total Nerwegian exports rose from 
81 per cent of their prewar value in 1947 to only 85 per cent in 
1948. Imports remained at well below their prewar dimensions 
(To be continued) : 


Political Economics in 
Argentina 


[BY A CORRESPONDENT] 


Two months have passed since Sefior Miranda, the ex-economic 
Tsar of Argentina, bowed himself off the stage. Since then his 
successors—Dr Gomez Morales, Secretary of Finance, and Dr 
Roberto Ares, Secretary of Economy—have been considering their 
legacy, and the sole result of their labours to date has been the 
announcement of a general statement of policy. Its truisms are 
irreproachable. They include reduction of public spending, 
extension of arable land and farm production, fostering the 
export trade, disposal of imported goods held by the State trading 
monopoly to private buyers in the home market, suspension or 
partial suspension of new public works, and measures to reduce 
profiteering and speculation. 

The business community in Buenos Aires is hoping that the 
new experts will soon emerge from their cogitation on the nation’s 
problems and announce something more concrete. The suspense 
is having a paralysing influence on Argentine trade, already 
sufficiently depressed, and the general uncertainty has also been 
reflected in a slump on the stock market. .It is true that the 
shares chiefly affected are speculative issues, but the fall in 
speculative paper has caused a similar though less pronounced 
fall in fairly sound industrial equities. 

The hopes of the business community are not entirely ground- 
less. The two young men who now head the Economic Council 
have sound reputations as administrators and academic economists. 
Dr Morales is a civil servant still in his thirties. Almost all 
his experience had been in the Department of Taxes, until in 
1947 he was put in charge of the Department of State Industries. 
Unlike Senor Miranda, he has represented his country at inter- 
national conferences in Europe as well as Latin America. Dr 
Ares is in his middle thirties and is also a civil servant. His 
earlier training was in the Foreign Ministry, on whose behalf 
he has travelled widely as an economic expert. He is a member 
of the economic faculty at the University of Buenos Aires and 4 
prolific writer on economic subjects. Neither has previously 
taken part in political life, and neither has much practical ex 
perience in the everyday life of finance and commerce. Both 
apparently differ from Sefior Miranda in their capacity to tolerate 
discussion. 

The task that confronts the two men is not a light one, and 
will call for something more than administrative ability an 
sweet reasonableness. Of all Argentina’s difficulties perhaps the 
most strangling, and certainly the least appreciated in countries 
abroad, is the phenomenal inflation. An indication of the rate 
at which inflation has proceeded .is given by the published 
statistics of the Central Bank itself. They show that between 
December, 1945, and October, 1948, the note circulation mor 
than doubled—from 2,830 million pesos to 6,660 million. | 
further measure of inflation is revealed in the index of quotations 
for industrial equities. Between December, 1945, and November, 
1948, this index trebled. 

With some difficulty the official statistics on bank loans can be 
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out, and they show very much the same picture. Between 

the end of 1946 and mid-1948 loans increased from 5,400 million 
s to 13,600 million, and simultaneously re-discounts by the 
Central Bank jumped from 3,720 million to nearly 12,000 million 


SOS. 
PreThe bulk of this expansion took place during 1947 when, to 
any unbiased observer, it should have been evident that the country 
was headed for an economic crisis, if not for disaster. And yet 
in that year spokesmen for the Argentine Government were 
blandly asserting that inflation did not exist. Later, faced with 
the fact that the man in the street could no longer be persuaded 
to believe this, the theme song was changed, Argentine inflation, 
it was claimed, was different. It was an “ inflation of wealth ”— 
whatever that may mean. 

The truth is that in 1947 the Government embarked on three 
highly inflationary projects—the Five-Year Plan to industrialise 
the country, the repatriation of foreign indebtedness, and the 
acquisition of the foreign-owned utilities. It is possible that 
Argentina’s reserves of foreign exchange, coupled with income 
from exports, might have financed the first two projects. But to 
have attempted all three was economic megalomania which could 
have no ouccome but further inflation. 

It is unfortunate that no reliable cost of living indices are 
available. Official figures, based on 1939=100, give the index at 
the end of 1948 at 190 ; but to anyone living in Argentina since 
1939 this figure is patently absurd. To put it in the neighbour- 
hood of 300 would be no exaggeration, and perhaps 400 is nearer 
the mark. 

This enormous monetary expansion has, of coursc, no basis in 
any real increase of national wealth. Argentina’s national income 
rose between 1946 and 1947 from §,038 million pesos to 5,404 
million, an increase of some 7 per cent. Even this increase is 
in part illusory and can be accounted for to some extent by draw- 
ings ON reserves accumulated in former years. 

It seems clear from their statement of policy that Argentina’s 
new experts have no illusiens about the plight of their country ; 
but, without political support, the measures they propose—increas- 
ing labour productivity, curtailing government expenditure, cessa- 
tion of public works—will simply be an enumeration of economic 
platitudes. The mere recital of these measures is sufficient to 
show that what is needed in Argentina today is not economic 
insight but the political courage to reverse the policies of the last 
few years. Political courage, however, is a commodity likely to 
be in short supply in a dictatorship which bases its existence on 
an ostentatious concern for the short-term interests of the indus- 
trial masses. In his most recent speech, President Péron spoke 
as if he had learned nothing and forgotten nothing since 1947. 
“Argentina,” he said, “never has enjoyed such prosperity and 
economic possibilities as those which it enjoys at present.” 


Politics and Trade in Jamaica 


[BY A CORRESPONDENT LATELY IN THE WEST INDIES] 


JAMAICA is a microcosm of every colonial problem and most world 
problems. It has an economy which is based on the produce of 
its fertile soil, it suffers the buffets not only of boom and slump, 
but fearful visitations of nature in the form of blight and hurri- 
cane. The steady increase of population has outstripped the 
country’s productive capacity. And against this setting its people 
are feeling their way at the controls of such powerful machines 
a trade unions and elected government. 

There are four chambers of government. The tiny Privy 
Council, which deals mainly with defence ; the Executive Council, 
which is the main instrument of government ; and an upper 
and lower House represented by the Legislative Council and the 
House of Representatives. The Governor in the Executive 
Council has no official majority, but he has a casting vote. Only 
twice in the past four years has he used it. If the next phase of 
the constitution goes through, the official representation will be 
teduced to a very small fraction. This will mean that if the 
majority party wish to put through an unpopular measure they 
will have the full responsibility for it. 

Jamaica’s politics are as colourful as its political leaders, The 
tall ebullient Bustamante, one of the most picturesque orators 
of today, leads the Jamaican Labour Party with a majority in the 
elected House. His opponent is the statuesque and serene Mr 
Norman Manley, who failed to secure a seat at the election. Busta- 
Mante came to prominence in 1938 by forming the BITU (Busta- 
mante Industrial Trade Unions) and his oratory up and down 

island brought him an army of supporters. He is generally 
tegarded as a declining star, but he is capable of shrewd and 
cool thinking as well as fine words, and it would be a rash prophet 
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who tried to foretell the outcome of next year’s election. He 
is the béte noire of the left wing all over the world. He is the 
leader of a labour party and draws his main support from the 
poorest classes of his countrymen, but those who have rushed to 
grasp his hand as a Fabian comrade have recoiled on discovering 
a devastating critic of Socialism. His supporters cover a wide 
field, from those who regard him as the poor mari’s champion 
to those who see him merely as the lesser of two evils. As long 
as he Wils forcing up wages in every industry he had all the 
support he wanted, but he has realised that there is a limit to the 
lengths to which that policy can be pursued. 


For and Against Federation 


He is wrongly regarded by many in Britain as the fiercest 
opponent to West Indian federation. More than one Caribbean 
country, most forcibly Bermuda, has announced its intention of 
keeping out of any such federation. This would deprive a West 
Ind:an Dominion of several rich communities, whose absence 
would narrow its basis. Bustamante has pointed out that the 
federation of the West Indies would not result in larger revenue 
or in a very great saving in expenditure. From this he argues, 
with considerable force, that federation is not possible at the 
present time. 

Manley, on the other hand, and his People’s National Party 
favour federation as soon as possible. Manley is seen by many 
as the West Indian equivalent of Mr Henry Wallace, and his 
opponents fear his supporters more than they do _ himself. 
Though a dull platform speaker he is a brilliant lawyer, and has 
reduced the Jamaican Bar to a very one-sided affair, since he 
has hardly ever lost a case. With a year to go tc the Election 
Manley has long had most of his cards on the table and preached 
a careful political programme. Bustamante prefers to keep his 
cards face downwards until the election comes. He believes that 
if he defeats Manley again the PNP will disintegrate. “They will 
despond,” he says, but not all his supporters are so sure. 

Like nearly every Colony, Jamaica has embarked on ambitious 
planning, but its ro year plan has made a slow start. The loan 
that was to have raised a large sum of money coincided with the 
convertibility crisis; as Trinidad has since been allowed to 
float a loan in London, which was quickly taken up, Jamaica feels 
it should be allowed to do the same. As regards the progress of 
work on the planning projects, the difficulty has been to find 
technicians and materials. In its balance of payments Jamaica 
is not so favoured as some of the other British islands under the 
lee of the dollar continent. It has once broken even on its dollar 
balance in a year when a great many Jamaican labourers went 
to the United States and sent money home. But the difficulty 
always remains that it is necessary to spend a great many dollars 
t6 attract dollar spenders, and the balance in Jamaica’s case comes 
out on the wrong side. A good deal of money has poured into 
Jamaica in the last few years, not oaly from America, but from 
Canada and Great Britain as well. But a lot of it is “funk” 
money, useless for purposes of development. 

The United States has a large stake in this little country. As 
in Trinidad, it has a base which is none the less important, 
because it is unobtrusive. American companies have acquired 
mining rights over large tracts of the high country where the 
bauxite deposits follow the thousand foot contour, and a big 
Canadian company is also established there. When the present 
higher grade, and more accessible bauxite areas in other countries 
are worked out, they will fall back on Jamaica for the raw materia! 
of aluminium. But, except for bauxite and gypsum, which is being 
quarried for housing material, nearly the whole of Jamaica’s 
economy rests on the plantations. 

The fall from supremacy of the banana, under the onslaught 
of the Panama disease, and the laying waste of the coconut palms 
by the last hurricane, have brought about a new pattern of agricul- 
ture. The banana immune from disease is not yet available in 
quantity, and though some coconut plantations have been 
replanted, much of the ravaged land has been turned over to citrus, 
cattle, or sugar. Small wonder the primary producers seek long 
term agreements from Britain for their produce. Times are good. 
now, but past experience has taught them to prepare for the worst, 
and citrus and coconut when planted anew, are several years in 
bearing fruit. The citrus industry has a ten year agreement with 
the Ministry of Food and the banana growers a four year contract 
which thev seek to extend to ten. The sugar industry is battling 
to secure a similar agreement. 

Jamaica’s identity as a country is growing. Its outstanding 
achievement lies in the fact that, more than any other country 
in the world, it can claim to have risen above the age-old prejudice 
of the colour bar. It is one of the countries where the interests 
of the British Empire and USA meet and its stability is of the 
first importance to them both. 








FORKS INSTEAD OF FINGERS 
Forks caused a great change in table manners. Cleanliness at table began 
when forks and not fingers were used. Cleanliness in washing up — by 
hand or by machine — is made easier by Calgonite*. This detergent 
does its work properly because it contains Calgon, which prevents film 
from forming on dishes. It is made by Albright & Wilson, manufacturers 
of many chemicals. 


*Calgonite is the registered name of Albright & Wilson's Calgonised detergents. 
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THE ENGLISH ELECTRIC 
COMPANY LIMITED 


Latest contribution to British railway power is No. 10,000 Main-line 
Diesel-electric Locomotive —serving London Midland Region. It 
marks a new era in British railway traction, showing overseas 
railway executives what British engineers can produce for world- 
wide service. It is powered by “‘ English Electric” 1,600h.p. Diesel 
engine, generator, traction motors and control equipment. 


Extra Fewer 


BEHIND BRITAIN’S DRIVE 


THE ENGLISH ELECTRIC COMPANY LTD., QUEENS HOUSE, KINGSWAY, LONDON, W.C.2 
Works > Stofford, Preston, Rughy, Bradford, Liverpool. 
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The design and equipment of flour mills, 
on which hundreds of millions of people 
depend for their daily bread, is a highly 
specialised industry in which British engineer- 
ing leads the world. Henry Simon Ltd, with 
factories in Britain, Europe and Australia, are 
the largest flour milling engineering organisa- 
tion in existence and export machinery to 
some forty countries. Since the war Henry 


Simon Ltd have undertaken contracts for the 


equipment of more than fifty new flour mills, 
and an equal number of mill reconstructions, 
in nearly every part of the globe. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 


HENRY SIMON LTO _ 
SIMON-CARVES LTD 4 


TYRESOLES LTD 
TURBINE GEARS L709 
WY DUDLEY FOUNDRY CO.LTO 
YW SANDHOLME IRON CO.LTD 
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THE BUSINESS WORLD 





The Budget Analysed 


IR STAFFORD CRIPPS’S second budget is in every sense 
a straightforward budget. Its simplicity arises partly from 
ihe fact that it makes fewer and smalier changes than any other 
budget oi receat years. But it arises, too, from the honesty and 
frankness of its accounting. It is not marred by any pretences, 
such as marked fast year’s introduction of the special contribu- 
tion, that taxation of capital would add anything to the surplus 
required for the purpose of achieving a disinflationary pressure, 
And its statistical presentation is improved by the publication, 
for the first time, of detailed forecasts of all below-line items, as 
well as by the extension of the new “ alternative classification ” 
of the accounts to the estimates for the current year. In the 
technical sphere, the one serious flaw is the omission of any 
reconciliation of the budget estimates with those for the nation’s 
capital account as a whole given in the Economic Survey. In 
the absence of these particular figures, which last year were 
given during the budget debate, it is impossible to make any 
precise appraisal of the budget in the wider context which 
affords the only true test of sound budgeting. To this extent, 
final judgment must be deferred. 

The Chancellor prefaced his proposals by asserting that a 
“comfortable * degree of disinflation had been achieved. This 
is the mot juste, for it was made clear last year that the Govern- 
memt is not prepared to push disinflation to the point at 
which it becomes a strong positive force in causing a redis- 
tribution of the nation’s manpower. On this basis, which 
neatly aligns with the Survey’s forecast that the pattern of the 
labour force at end-1949 will not differ materially from that at 
end-1948, Sir Stafford affirmed that he would not need so large 
an overall surplus as that realised in 1948-49. On a true 
reckoning. the changes proposed have the effect of maintaining 
the surplus almost precisely at the level implied by last year’s 
tates of taxation. This does not mean that this budget imposes 
no new burdens on the community: such a reckoning ignores 
the additional £11 million expected from a steepening of the 
scale of death duties (ignored, in this context, because, being 
paid out of capital, they exert no disinflationary effect) and it 
excludes, too, an extra £70 million which the public must pay 
for its meat, cheese, butter and margarine in order to keep the 
cost of subsidies down to the level assumed in the estimates. 

Despite this welcome move towards limiting expenditure 
(which, although not figuring directly in the budget accounts, 
is in fact the biggest of the Chancellor’s proposals), the surplus, 

wever computed, will be appreciably smaller than in 1948-49. 
After further reducing the fixed debt charge by £15 million to 
£485 million, the Chancellor was confronted with ordinary 
expenditure, on the conventional accounting, of £3,311 million, 
an increase of £158.5 million on the actual expenditure of 
1948-49 (excluding the £23 million then allocated to sinking 
fund to make up the year’s “ fixed ” debt charge). The increase 
would have been £103 million greater than this but for a 
decision to limit the cost of living subsidies to £465 million: 
their present annual rate is £485 million and on the pre-budget 
basis it would have risen to no less than £568 million. The cut 
of £103 million comprises a genuine saving represented by the 
£70 million already mentioned and a nominal reduction of £33 
million achieved by a countervailing abatement of duties on tea 
(£11 million) and sugar (£22 million), the prices of which will 
not be changed. 





The yield of taxation, at last year’s rates, was expected to 
fall only slightly—by {12.5 million. Less was expected from’ 


purchase tax (down £41 million), profits tax and EPT com- 
bined (down £39 million), special contribution (down £55 


. million), death duties (£12 million), beer (£11 million) and 


s'amps ({£6,000,000). On the other hand, £113 million more 
was forecast from income tax, {7,000,000 from surtax and {21 
million from tobacco. Heavy declines, however, are envisaged 
in the non-tax revenue—one of £130.§ million in miscellaneous 
receipts (mainly due to last year’s non-recurring receipts under 
the Indian settlement), £55.5 million in sales of surplus stores 
and {10.5 million im receipts from trading. These losses brought 
the prospective fall in ordinary revenue up to £206.5 million, 
with an estimated total yield of £3,800 million. 

On the old tax basis, therefore, the prospective above-line 
surplus was £489 million, compared with £831 million actually 
realised in 1948-49 (after sinking fund appropriation). Net 
expenditure below-the-line is estimated at £456 million, against 
£479 million, which would have left an overall surplus of £33 
million, in contrast with £352 million. On the alternative 
classification, which separates revenue from capital items 
(though death duties and special contribution are still there 
treated as revenue), the so-called “true revenue” surplus was 
£511 million, compared with £684 million realised in 1948-49. 

These figures, the Chancellor declared, demonstrated that 
there was no scope for any substantial tax relief. The changes 
he proposed will reduce the yield of revenue in the current 
year (and, therefore, also the surpluses given above) by {£19 
million ; but £33 million of the tax remissions, as already noted, 
will give no effective relief, so that in reality the budget imposes 
additional taxation to the extent of £14 million, of which {11 
million is represented by the revision of the death duties. The 
most costly of the Chancellor’s concessions, the doubling of the 
initial depreciation alloWance, will not involve any loss of revenue 
in the current year, though it will cost £40 million in 1950-§1 
and no less than £75 million in 1951-52. Most of the other 
changes proposed will exert virtually their full effect this year, 
except that the new scale of death duties will yield an extra 
£9,000,000 and the revisions in telephone and postal charges 
an extra {5,700,000 in the first full year. 

The tax changes therefore reduce this year’s prospective 
surplus, on the conventional reckoning, to £469.4 million, com- 
pared with the £831 million realised in 1948-49, and reduce 
the overall surplus (after deducting net below-line outgoings) 
to only £14 million, in contrast with £352 million. Neither of 
these quantities, however, is the measure of the budget’s con- 
tribution towards the disinflationary balancing of the nation’s 
capital account. The below-line items mainly comprise expendi- 
tures which are charged in that account as part of the corpus 
of domestic investment to be financed, or else are transfers to 
the capital accounts of the recipients (e.g., war damage pay- 
ments and doctors’ compensation). The above-line surplus, on 
the other hand, is computed without any proper segregation of 
revenue from capital, and, for the purpose of measuring the 
budget’s contribution to the pool of funds available to finance 
the investment programme, all capital expenditure by or through 
the central Government can be ignored. The nearest approach 
to the true surplus, on the basis required for national income 


accounting and for the purposes of reconciliation with the, 


: pw A 
eee ee os 
i pais “ 
PN 


pgs egy epee 


po ale tae a ence ee ete Pine eA en eh RN em ear ss ass 


x Ann in I aN ERO an rn nt 





At RELY MEATS OEE AE AIS NPE IE LI TONE MEATY SBN ERS Be e+ 
Latin tiie bres ee Let SS Le NAR amon east Bar i bak gen a 

es age 3 7 oo : * rae rae 
— “ A eg 





At 
FE 
5 
3 
> 
‘ 
‘ 
ie 


666 
Economic Survey, is the figure shown in the alternative classi- 
fication and described by the Chancellor as the “ true revenue ” 
surplus. The prospective surplus on this basis is £492 million, 
or £192 million less than the “ true revenue” surplus for 1948- 
49. At first glance, this suggests that the Chancellor has diluted 
his disinflationary dose much more drastically than his warnings 
about the need for continued restraint might have led one to 
expect. But, while precise adjustment of the figures cannot be 
attempted here, it needs to be remembered that £55 million of 
this decline in the so-called “ true” surplus is due to the fall in 
yield from the special contribution, which is not in fact a loss of 
any genuine disinflationary finance. On this footing, the dilu- 
tion would be £137 million—which represents only a moderate 
concession to political pressures and to the view that impend- 
ing recession reduces the need for disinflation imposed through 
the Budget. 
The Tax Changes Described 


The only change in personal income tax is to disallow for 
relief that part of the National Insurance contribution which 
corresponds to unemployment, sickness and maternity benefits 
which in theory, though not in practice, are subject to income 
tax. The allowable deduction for income tax will after May 
11th be 3s. instead of 4s. 7d. as at present, which will produce 
a gain to the Exchequer of {10 million. This piece of fiscal 
tidying-up is matched by changes in sundry licence duties, some 
of which are to be repealed and others transferred to the local 
authorities. The archaic Land Tax is to be abolished on smali 
assessments, and compulsorily redeemed on larger ones. Obso- 
lete stamp duties producing little or no revenue are to be 
repealed at a cost of £500,000; these include a number of 
commercial documents as well as certificates of births, marriages 
and deaths. 

In his process of tidying up the Chancellor included the 
repeal of the duty on Bonus Issues which was imposed by 
Dr Dalton in 1947. Sir Stafford observed that “the duty 
performed the task of controlling bonus issues when the ban 
was first imposed.” That view, however, would not be 
universally shared, for his predecessor’s view appeared to be 
that the Bonus Issues Duty was the price of indemnity from the 
original sin of making any issues at all on bonus terms. The 
ban was illogical and the tax doubly so. Would-be issuers of 
shares, whether as rights or free bonuses, will still have 
to obtain the sanction of the Capital Issues Committee to the 
terms of the issue, including presumalfly the price. There 
were occasions before 1947 when the CIC took a very different 
view about the “ proper price” for an issue from that taken by 
its sponsors. Investors will hail the departure of this piece of 
illogical and partisan fiscal policy with relief. It will give a 
much greater degree of elasticity to the raising of new capital, 
particularly by rights issues to existing shareholders, and it will 
spare big industrial concerns from having to assume enormous 
risks of the kind which “ Shell” and Imperial Chemical Indus- 
tries incurred when they had to strike a balance between a fair 
and attractive price and keeping the duty as low as possible. 
Its abolition at a cost of £1,000,000 is cheap. 

Three reforms to meet part of the problem of capital depletion 
offer in themselves conclusive evidence of the Chancellor’s 
anxiety about the maintenance and expansion of industry’s 
capital assets. Sir Stafford has attempted to answer the demand 
for bigger allowances to meet the cost of replacing industrial 
capital at the higher prices of today by doubling, from 20 per 
cent to 40 per cent, the initial allowance granted under the 1945 
Act. Over the long run, as the Chancellor admitted, this makes 
no difference ; plant and machinery receives 100 per cent of its 
cost ; if the annual rate allowed for wear and tear is 5 per cent, 
the change will mean that the allowances are exhausted in 
12 years, instead of 16 years with a 20 per cent initial allowance 
and 20 years with no initial allowance. It is true that relief of 
income tax and profits tax on the larger initial allowance is 
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afforded at once, and in a period of acutely high taxation 
which absorbs somewhat over half the undistributed profits of 
companies, this may be an incentive to undertake capital inyest. 
ment on the argument that one-fifth of the cost is “ free.” 

Industry will welcome this evidence of the Chancellor's 
anxfety to meet its point about the difficulty of replacing capital 
equipment owing to the inadequacy of replacement provisions 
based on historical cost, on which the Revenue authorities insist 
But the point at issue is a little more sophisticated than can be 
met by doubling the initial allowances for wear and tear when 
new capital funds are spent ; the problem is not merely to antici- 
pate what the authorities will in time allow anyway, but to enable 
fixed plant to earn the full cost—or something very much nearer 
the full cost—of replacement while it is in use. 

That point involves the very question on which the Chan- 
cellor proposes to set up a small independent committee— 
namely, what are net trade profits ? That is the first step in 
the wider examination of the computation of taxable profits 
which the Chancellor has in mind at a later stage. As an earnest 
of more logical taxation for industry, the specific encouragement 
of a doubled initial allowance may well act as an inducement 
to industry to accelerate its capital replacement, within the 
limits imposed by the broad planning of investment work as a 
whole and by specific shortages of resources which still persist, 
But industrialists taking longer views will reflect that part of 
the attractions held out in the first year may be recouped later 
by the Exchequer if and when it comes to collect “ balancing 
charges ” under the 1945 Act. 

The cost of this change in the current financial year is nil; 
thereafter it is put at £40 million in 1950-51 and £75 million 
in 1951-52. These burdens are less heavy than would appear 
at first sight. First, what industry provides out of its owa 
resources towards its total gross investment relieves the Chan- 
cellor from having to extract a corresponding amount from the 
taxpayer to finance the investment programme. Secondly, the 
Exchequer will recoup in later years part, if not all, of the cost 
of the doubled initial allowances. 


* 


The other two changes affecting capital observe the 
same principle, though they are perhaps of smaller quantitative 
importance. After several years of patient persuasion, British 
mining and oil companies operating overseas have won their 
point and will be granted depletion allowances in respect of 
capital expenditure on rights to work mineral deposits. The 
scope and method of computation of these new allowances will 
be laid down in the Finance Bill. The cost next year may be 
of the order of £1,000,000. The last important concession is to 
allow Lloyds underwriters to deduct for surtax purposes con- 
tributions to trust funds for provision against uture losses. 
Those underwriters who join this new scheme will, however, be 
liable in future to profits tax. The Chancellor described this 
adjustment as necessary and desirable “in order to assure the 
stability of Lloyds underwriting and the foreign exchange 
income which we derive from it.” But it will be asked if the 
principle is not equally applicable to other private traders whose 
capital security is jeopardised by high rates of income tax and 
surtax. The difficulties of Lloyds underwriters differ in degree, 
rather than kind, from those of jobbers on the Stock Exchange. 


* 


The biggest concession in indirect taxation is a penny off the 
pint of beer ; £4,000,000 of the total cost will be borne by 
the brewing industry, thus limiting the loss to the Exchequer 0 
£18 million this year, and £20 million in a full year. This 
widely expected concession was not difficult to justify om 
revenue grounds, and can be extenuated on the ground that there 
has been a marked fall in beer consumption during receat 
months. There is a reduction equivalent to 2s. a bottle on light 
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wines imported in cask, but chateau bottled wines remain un- 

anged. The Chancellor evidently expects a material increase 
in the bulk consumption of cheaper light wines, since he puts 
the loss of revenue at “ much less” than the £1 million which 
would result if consumption were unchanged. 

The increase in telephone charges, as Sir Stafford pre- 
sented the case, is not designed to reinforce the revenue 
(though of course it will make a material contribution, esti- 
mated at £8 million in the full year) but rather to quench part 
of the great pressure of demand for telephone service. 

Tidying up of the Death Duties (that is, the Estate, Legacy 
and Succession Duties) will make for administrative economy. 
The legacy and succession duties are to be repealed outright, 
but a “moderate lift” is to be made in the existing scale 
of estate duty. The total yield in the coming year will 
be £11 million, and in a full year £20 million. Estates up to 
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£17,500 will benefit, since the existing scale of estate duty will 
be maintained, but they will be no longer subject to legacy, and 
succession duties. Between £17,500 and £35,000, the new 
scale does not exceed the average of the three old duties taken 
together on estates of the same size (though the exact incidence 
of the change varies according to the degree of consanguinity). 
For estates above £35,000 the scale is lifted—and on estates 
between £50,000 and £300,000 or so, relatively steeply lifted. 

Given the strict objectives which the Chancellor set himself, 
his tax changes are balanced and wise. They mark a beginning 
of more reasonable treatment for industry, even though they 
offer no concessions on undistributed profits taxation. Their 
emphasis is on the increase of national wealth, and no longer 
on its redistribution, which has reached the extreme limit. All 
told, the Chancellor can fairly claim that his budget is designed 
to consolidate the economic gains that the country has achieved. 


The National Income 


pe annual White Paper on the National Income is a tough 
essay in econometrics. Its tables attempt to measure (and, 
where they cannot measure, to guess) how much the country 
earns, how much it spends, and by how much it increases its 
store of wealth. It provides the raw material of what has been 
called “ the national income approach ” to the study of economic 
forces and economic change. It is courageously elaborate, yet 
because it is a mere child among official statistics, it shows the 
childlike qualities of rapid growth and the errors of inexperience. 
But its technique of economic thinking is reflected nowadays in 
every facet of economic policy—in the investment programme, 
trade policy, and in the financial policy of the budget. 


Slowly and gradually, this new way of looking at economic 
quantities—this “national income approach”—is becoming 
more familiar to those outside the narrow ring of economic 
specialists. It is important that this should be so, for the broad 
content of the National Income statistics is the real subject- 
matter of economic policy. Perhaps it will never be possible to 
popularise the White Paper; it is bound always to remain 
elaborate and complex, simply because the facts of economic 
life are elaborate and complex. To these inherent difficulties 
must be added others which arise from incomplete information 
and imperfect methods of measurement. The National Income 
is made up of millions of separate streams ; some of these can 
be measured with tolerable accuracy, others guessed ; but many 
have to be inferred from differences between figures which 
themselves are far from reliable. 


The White Paper itself makes no false claims. Its figures are 
subject to a continuous process of revision. 


They are estimates based on incomplete information collected 
by Government Departments to suit needs other than those of 
the national income investigator. .. . Little is known about 
the distributive trades, little about changes in inventories 
and work in progress. . . . Even where information is more 
complete it is available only after considerable delay. 
These are candid admissions. They do not mean that the 
National income approach is wrong, but that the technical pro- 
blems it creates have yet to be solved. They are, however, a 
reminder of the severe limitations of accuracy from which the 
estimates suffer, and equally of the dangers of the kind of plan- 
ning which assumes that (because the national income approach 
is undoubtedly the right one) all the figures put into the spaces 
in the White Paper’s tables are necessarily right. 


The first and fundamental table (actually it is a combined 
table derived from three tables in the White Paper) sets down 
What the nation produced (Gross National Product) including 
its provision for the maintenance of its capital assets, and the 


supplementary resources it obtained from borrowings and gifts 
from abroad ; together these make up the total resources avail- 
able for use at home. The right-hand side of the account shows 
the use to which the Gross National Product was put, divided 
between personal consumption, spending by public authorities, 
and the gross amount of new capital which was created: — 


TaBLE A—Gross NATIONAL PRopUCT AND EXPENDITURE 
(£ Million) 


j Tal 
| 1938 | 1947 | 1948 | | 1938 | 1947 | 1948 
| 
Nat. income of UK.. | 4,640) 8,725) 9,675) Personal consumption. | 3,715) 6,159} 6,498 
Depreciation & main- blic authorities’ cur- | 
m9} 2,024 1,859 


COMONOE cece’ rent expenditure ... 
SE Pac ccnacess aad 1,962) 2,321 
67 178 









Gross capital formation 





Gross Nat. product .. 
Net borrowing and 
gifts from abroad. . 
Total resources for use 
See ere est 5,160! 10,105; 10,62 





This table (somewhat less satisfactory in form than its pre- 
decessors, since it fails to account for the use to which the net 
assistance from abroad was put) is expressed in terms of “ factor 
cost” ; in other words it is based not on actual expenditures at 
market prices, but after those prices have been discounted for 
the indirect taxes and subsidies which they include. The gross 
national product at market prices amounted to £12,150 million 
last year ; but those prices included £2,165 million of indirect 
taxes and had been reduced by £515 million by subsidies, so 
that the national product (and expenditure) at factor cost 
amonnted to £10,500 million. 

The National Income itself—that is, the nation’s total output 
less that part which was required to provide for the replacement 
of its assets (based, however, on their original cost, not their 
replacement cost)—increased from £8,725 million to £9,675 
million in 1948. Of this increase of 11 per cent, 7 per cent is 
accounted for by increased prices, Or more accurately the 
average price of goods and services entering into personal con- 
sumption rose by about 7 per cent. Unless there was a quite 
disproportionate rise in the cost of capital investment, therefore, 
the real volume of the national output must have increased last 
year by a proportion of the order of 4 per cent. That is not 
a surprising result in a year of full employment, compared with 
1947, which was interrupted by the fuel crisis. As a result, the 
nation spent only 2 per cent more than its income, compared 
with 7 per cent more in 1947. 

How was this National Income of {£9,675 million shared 
among those who earned it in industry, the forces, the profes- 
sions, agriculture, companies, and owners of property? The 
next table answers this question for the first time ; the old table 
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which gathered together in a single compendium entry 
“ profits and interest, including farmers’ profits, professional 
earnings and national debt interest” has been discontinued, 
and will not be missed :— 


TasLe B—Composition of THE National INCOME 


1938 | 196 | 1947 IM8 
i : 
} £ mn % fmn. | { mn. é mn % 

WE cascsscnscoesvnes>s>ss 1,735 | 37-4 | 3,095 | 3,530 3,975 | 41-1 
SORBIS dap i's s6 ics 5 6p S0Re «OSS 1110 | 23-9 | 1630 | 1,750 | 1850 | 19-1 

orces’ pav and allowances ..... 1. £7 524 | Ab 246 2-5 
Professional earnings ......-.-- 6 bodOel aM RoMe tows he 
Farm incomes ....-.+-000--45- | 60 1-3 190 203 248 2-6 
Profits of traders and partnerships | 440 [| 9-5 815 880 970 10-0 
Trading profits of companies ..., } 3; U7 } 1,219 1,595 1,639 17-0 
Operating profits of public enter- | | | “ 

EE odin 0csunncSenes saber 27 0-6 j 26 18 116 1-2 
Rent of land and buildings... ... | 395 | #5 | 422 | 425 | 430) 44 
Net income from abroad ....... | 168 3-6 i | BS | 40 O-4 

SOR one scicccvee 4,640 100 8,111 8,725 9,675 10 


The total wage bill (of which the bulk is measurable with a fair 
degree of accuracy) rose last year by about 124 per cent, but as 
the total number of wage earners rose by only 13 per cent, the 
rise in wages was due to higher average earnings, to which 
higher standard wage rates probably contributed half. Of the 
increase of £950 million in the National Income, wages absorbed 
£445 million. The other big increase was in companies’ trading 
profits, which rose by 17 per cent from £1,393 million to £1,639 
million. The biggest proportionate rise was in farmers’ profits, 
which showed an increase of 22 per cent from {£203 million to 
£248 million—more than four times the prewar level. 

Changes in the shares of the national income going to the 
different factors of production touch political sensitiveness very 
quickly. Last year’s increase in trading profits of companies 
will certainly attract the attention of those who do not stop 
to consider what “trading profits” means. A new table in the 
White Paper shows in detail what has happened to these profits. 
It leads to the conclusion that payments of gross dividends and 
debenture interest actually fell last year, from {£744 million to 
£730 million, and that additions to reserves (after bearing tax 
at an effective rate well over 50 per cent) rose from £425 million 
to £545 million: — 


Tas_e C—Company PROFITS AND DIvIpDENDS 
(4° Million) 


1938 |) (196) Ss987 1943 














i | 

| } 
Trading profits of companies .... | 543 1,219 1,393 | 1,639 
Other -MBCOEIC are... 6 5555 6 bn'W + dacs i 220 i 277 { Pa | 06 
Total ieee . vciesecawdas |. 173 | 249 | 684 1,945 
Dividends and Deb. interest (gross) 506 71 74 730 
Gross additions to reserves ...... 257 ie we 940 1,215 
Lapthittios 055% ii 87 | 500 } 515 ! 670 
Nét addition to free reserves .... | 170 ' 285 425 | 545 


‘ ; 


The figures shown for 1948 are bound, in the nature of things, 
to be very provisional at this stage, but they point in the same 
direction as those produced independently by The Economist. 
They prove that although company profits (as computed by 
conventional methods) have risen fast, personal incomes derived 
from profits have scarcely risen at all. In fact, the whole 
argument about “fair shares” in the National Income can be 
answered historically by the two percentage columns of Table B, 
which show the relative changes in these shares between 1938 
and 1948. During these eleven years, the money total of the 
National Income has increased by 108 per cent. The share 
of this bigger total going to wages, however, has itself increased 
from 37.4 per cent to 41.1 per cent, quite apart from the further 
redistribution of income which the Governments social security 
measures and cost of living subsidies impose. Salaried workers 
have not kept abreast in the inflationary race—their share has 
fallen during the period from 23.9 per cent to 19.1 per cent of 
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the National Income. Farmers have doubled their share, and 
professional and traders’ incomes have maintained theirs, j, 
is the earner of fixed incomes (who is often found in the salariat) 
and the owner of property (whose income has been fixed by 
contract or Government regulation) who have suffered. An 
important part of the increased share of wages, farm incomes 
and company profits has been at the relative expense of owners 
of property. The same point is brought out in an analysis of 
the composition of personal incomes—the total of which covers 
the great bulk of the National Income, but is slightly lower, 
owing to the withholding of profits in company reserves, 
Table D shows that the share of wages, both before tax and 
after tax, has risen steadily, while the shares -of salaries and 
of profits, interest and rent, have all fallen: — 


TABLE D—PrRSONAL INCOME FROM WORK AND Property 














Percentage Shares 
1938 1946 i 1947 1948 
Before Taxes on Income -— i 
Wakes ..0..5... ieee! 37 39 42 | “ 
DMRS, 9 «cn tnnd + sep nmens «nt 24 } 21 21 } 21 
Armed For ; ; 2 | 7 } 4 } 3 
Profits, imterest, rent, protes- i | 
sional and farm incomes.... 37 33 ’ 33 32 
| ~ -200 100 100 100 
After Taxes on Income :-~ ik se 
PMN CES. Biss Shs tennis RS. GS } 39 | 45 j 46 } 48 
OO te aie a ett with ae | 25 i 2 21 21 
ied Gancee i is . 5d A Cres i 2 & | 5 3 
Proiits, imterest, rent, etc. .... 4 \ 29 | 23 28 
100 100 100 100 


Personal incomes rose last year by £565 million ; personal 
expenditure rose by £539 million. To some extent, therefore, 
the pressure of consumer demand was abated, for the increases 
in expenditure in 1946 and 1947 were £745 million and £724 
million respectively. But the true comparison is with personal 
incomes after they had borne tax ; these increased not by £565 
million, but by only £430 million. Hence last year’s level of 


personal expenditure involved a further fall (both absolutely 
and relatively) in personal savings :— 


TasLeE E—PrERSONAL EXPENDITURE AND SAVING 











(£ Million) 
| 938 | 14660}? 
Jiilecsch sisicaiag S| 52768 slolday ebstn babbh 4 so 
Personal income................ 4,886 | 8,712 | 9,027 | 9,592 
Less Income taxes............ | 369 1,149 | 4,255 - (1,368 
Personal disposable income...... | 4,517 100 | 7,563 100 , 7,794 100 | 8,224 100 


Personal expenditure. .......... | 4,296 95-1. 6,741 89-1) 7,465 95-8 8,004 97-3 


mm 49! 822 10-9) 329 42) 20 BF 
t } 
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Only one class of expenditure showed a fall last year—private 
motoring. Some £150 million more was spent on clothing, of 
which half reflected increased prices. Expenditure on beer and 
tobacco rose because the taxes on them were increased ; the 
quantities bought in fact fell by about 4 per cent. There was, 
of course, some approach towards a more normal pattern of con- 
sumption last year, but the White Paper shows that the 
consumption of “freely available semi-luxuries ” is still appre- 
ciably higher and that of “ necessities ” still lower than in 1938. 
Hence the calculation that the goods and services bought last 
year (by an increased population) were 3 per cent higher m 
volume than in 1938 is only the roughest guide to the change 
which has occurred in the standard of living. 


The most crucial table in the White Paper is concerned with 
the financing of the nation’s capital account. This is the founda- 
tion of budgetary and monetary policy—the point at which 
Government financial policy impinges on the capital expendi 
tures and savings of companies and other enterprises, and where 
the actions of that policy determine whether the country as 4 
whole will experience inflation, disinflation, or will maintain 
itself in equilibrium. Table F gives the detailed estimates 
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and of the gross capital formation at home in 1938 and the from taxes on capital (death duties and the special. contribu- 
It past three years: tion). On a strict revenue accounting, therefore, this contribu- 
iat) Taste F—Gross Cae Sn FORMATION tion cannot be included in the total sums set aside by the action 
by ee eter ees —— of public authorities towards the financing of the capital pro- 
An | 1938 146 | MT | ns gramme, which has accordingly been reduced to £752 million. 
mes pli —— aaa -. This indeed is a major change, for in the previous year the 
ners mameaglilc. 662 is eed ens 820 1,550 1,800 1,990 corresponding contribution on public account was no more than 
sof Jacteasein stocks, work in progress, | {£11 million. 
and surplus stores transferred to ° ‘ ‘. 
vers private VERtOTKES®. eee eeews - wu | — 7 376* aoe This method of presentation in fact demonstrates that so- 
ver, epadbienples trees by Gontss f° 2, = 287 — 236 = 27 called taxes on capital merely draw off a corresponding amount 
ves, BUL I dxports shipped Lut | of personal saving. The total money value of gross personal 
and wot paid 106... 0000s eres eee 25 __s saving was identical in 1948 with the total for 1938. But of the 
and 770 2,362 
——~* Figures tor stocks, ete,, are residues, and not direct estimates. Jeet | Taste G—FInANctne cre i ee CapitaL FORMATION 
: z : £ Million 
All the figures in the table above are subject to a material. ~~~ SRT? Teteoe at Olle sn 
degree of error, since the total for capital formation itself is a Pe pe aw ee me 
ne residue obtained by subtracting estimates for other forms of sisi emi Be one | Ne eet eae ee 
, national expenditure (mainly consumption and current expendi- Central govt....... 20.0000. pag nie | — 991 — 47 | 304 
me ti a , National insurance funds .. ... 15 83 so (| 105 
ture by government authorities) from the sum of the national Local authorities ........1..1! 19 12 6 | 18 
income and provision for depreciation combined. The move- OS aha. anistars - 8 — 896 + we Ec: 427 
ment in siocks and working capital is a residue after deducting Transfers. from Govt. to private zi i 
apital accounts*........+.++- mi 306 17 
the identifiable elements in gross investment (fixed capital, sales Tas Taxes on caplial )..227.. —""78 — 14 ~ 164 — 214 
7 of Government stores, and exports unpaid for) from the total, Public authorities’ provision for 
combi} : reg Mepreciation, » ..<<+-vecistesnies ‘0 90 100 105 110 
he which is itself a residual, Elsewhere the White Paper suggests Depletion of reserves ‘by ‘public - ‘ 
. . . ° . POE PUISES 6 ons Secs decctoseces +e ase baa os 
that the increase in trading stocks and work in progress might Additions to reserves’ for “income 
have been of the order of £400 million, which is not wildly out iemedd. dacczszccal. 5 ~ 15 60 90 
dies of line with the figure of £494 million in the table above. Of SEPP irecess)- sts 9 ale Stig toe ee 
li i Wj : Total s set aside through 
the £400 million increase, perhaps {150 million was attri- Total, sums abe see Lm el — 82 u 752 
butable to price increases. Frovisthe tat. “depeeciation, ‘py ea pa aie “ 
. ‘ OMLCTPTISES. wearer cseservevees 
nal How was this total of gross investment financed ? The Additions to” “iree’ feserves” ‘by ie ‘ai “a ot 
ore, last table vividly illustrates the effect of the disinfla- Gros personal saving 000001] 2 22 529 20 
seg uionary budgeting which the Chancellor introduced last year. o Na ee by persons. ..... (143) (678) (165) (6) 
724 This table sets out, with admirable clarity, the revolutionary Se ae ee SR Ke? ve wean EE ccs Sa Sha 
nal changes which have occurred in the sources of finance for the Tta!_ finance from domestic 1,410 2,232 
565 investment programme in recent years. In 1946, gross capital Gifts and loans trom abroad, ete. 630 120 
| of formation, even with the assistance of £380 million from abroad, — Gross domestic capital formation | LOST ROR Oe 
tely amounted to only £1,285 million ; last year’s figure of £2,352 ————~s-War damage payments, EDT velunds aid doctors” compensation: 7 
million reflected in part the rise in prices which took place 
during the two years, but the bulk of the increase represents a gross total of £220 miilion last year, only £6 million was saved 
large and genuine increase in gross investment. That trans- “net,” while £214 million was offset against taxes on capital. 
igh formation has been largely financed by surpluses of public In other words, despite the increase in the national income last 
3 authorities (£427 million in 1948, against a deficit of £896 year, the total amount of personal capital was barely maintained 
nesiet million in 1946) and by additions to the depreciation provisions The White Paper admits the “ extreme unreliability” of any 
and reserves of companies from £885 million in 1946 to £1,260 _ estimates of personal saving—indeed, there are important differ- 
million last year ences between the figures shown in the table above for this item 
—— . > 
ie, Perhaps the most dramatic change which the table records, and those which appeared only a week or two ago in the Econo- 
ry however, is the exiguous contribution which is now made by mic Survey. But it is hardly to be denied that the changes they 
1a personal savings. The figures are cast in a form which puts the show are consistent with the changes in fiscal and social 
so-called taxes on capital in their true perspective. To take policy of recent years. Perhaps the biggest question-mark about 
ate last year’s figures as an example, the surplus of £304 million Britain’s economic future is whether this virtual disappearance 
a on Central Government account was derived as to £214 million of personal savings has come to stay. 
the 
vas, e N 
: otes 
the Business c 
* The City and the Budget appointment in particular sections at the absence of the specific 
oe To judge from first impressions, the main reaction to the tax remnnions — ~ vag: ein canvassed * —_ circles, 
: dget in all responsible City circles has been one of admiration Most severely affected was the Stores group, in w meihe 
an for the Chancellor’s courage in resisting the irresponsible pleas tenance of the whole range of purchase tax provoked some rather 
age for tax concessions, and of relief at the absence of any further sharp marking down—except in the shares of those companies for 
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which the abandonment of the bonus tax is of immediate concern. 
ths examination the Budget speech gives many signs that the Chan- Breweries were also easier, — ue awe. ees 
ta cellor is recognising the dangers from policies which dry up the had hoped for a 2d. cut in the beer duty. intenance of t 
i : ital f . tobacco duty provoked declines in tobacco shares, although the 
Springs of enterprise, put excessive burdens upon capital forma ! set sean aaa i aaa 
ich tion, or merely impede (as did the incongruous bonus issues tax) fall in Imps, thanks to the bonus tax decision, was only iractio 
di- the necessary processes of industrial finance. These general con- In the gilt-edged market, the dominant influence was, of course, 
ere 
$a 
ain 
tes 


drive against capital. It was realised, indeed, that on close 


siderations have wever, vet had their effect upon the stock the Chancellor’s decision not to redeem the 2} per cent National 
market—though aareue secinigé, discernible $a tlle firmness War Bonds 1949-51, on their earliest redemption date. This was 
of the undertone which ruled on the morrow of the Budget, despite regarded as confirmation that the authorities have finally aban- 
the appreciable recovery which had taken place in the preceding doned the unorthodox policies of the Daltonian phase, and are 
Week. Immediate price changes, however, mainly reflected the dis- even taking a more cautious view than seemed to the 
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monet licy followed last year. It is evident that the Chan- 
cellor fast prepared to force the pace in the gilt-edged market. 
On this basis some quarters in the market were disposed to regard 
the decision as a bear point; but this is really a short-sighted 
view, because a realistic gilt-edged policy, if pursued in con- 
junction with restrained budgeting, must tend to strengthen the 
underlying condition of the market. Prompt adjustments, of 
course, occurred in the short bond market, where the 1949-51 issue 
rose by 7% point to 100!/2, and is generally expected to rise a little 
further. The 1951-53 and the 1952-54 issues which had risen in 
recent weeks on the assumption that they would feel the full force 
of the reinvestment of the proceeds of 1949-51 bonds had these 
been redeemed, were marked down, both issues falling on Thurs- 
day by 3, the 1951-53 issue to 1013} and the 1952-54 issue to 1024. 
The market has not jumped to the conclusion that these issues 
must now be put on a yield basis appropriate to their longest life. 
In this it is probably right, but it is considered that both issues 
are likely to fall somewhat further. 


* x * 


Gold Reserve Rises 


The UK gold and dollar reserves increased from £457 million 
to £471 million during the first quarter of this year. The net gold 
and dollar deficit of the sterling area to be financed from the 
central gold and dollar pool in this period was £82 million, com- 
pared with £93 million in the previous quarter and £423 million 
for the whole of 1948. These were the deficits before taking into 
account the amounts received under the European Recovery Pro- 
gramme. Of the £82 million deficit for the past quarter, £8 million 
was covered by India’s drawings on the International Monetary 
Fund and £7 million by UK drawings on the Canadian credit, 
Jeaving £67 million to be met from reserves or from ERP assist- 
ance. In fact reimbursements made during the quarter by ECA 
in respect of previous expenditure incurred by the United King- 
dom under the Europeon Recovery Programme amounted to £81 
million, or £14 million in excess of the balance of the deficit. This 
enabled the gold and dollar reserve to rise from £457 million to 
£471 million. This recovery still leaves the reserve £81 million 
below the figure of £552 million at which it stood on March 31, 
1948, on the eve of ERP. Over the intervening twelve months 
ECA reimbursements to the United Kingdom for ERP expendi- 
ture were £251 million or £60 million less than the procurement 
authorisations of $1,260 million granted by ECA to the United 
Kingdom over this period. To the extent of £60 million it can 
be claimed that the published reserves are reinforced by a hidden 
reserve representing reimbursements yet to come. " 


x * * 


South Africa’s FCI 


Mr Havenga’s project for the establishment of a new indus- 
trial development corporation, about which Dr De Kock, governor 
of the Reserve Bank, is canvassing the banks and other financial 
institutions in the Union, seems to bear some superficial re- 
semblance to Britain’s FCI—the Finance Corporation for Industry 
launched under official auspices in 1945. South Africa’s plan to 
establish a corporation with an initial paid-up capital of £1 million 
subscribed by the Reserve Bank (£200,000), commercial banks 
(£200,000), mining houses (£300,000) and insurance companies, 
building societies and other institutions. But although the 
organisation is described as an “ industrial” finance corporation, 
it appears from the preliminary reports that at the outset, at least, 
most of its lendings would be for governmental or municipal 
purposes. The genesis of the scheme is, in fact, quite different 
from that of the FCI in Britain. Although a considerable volume 
of funds is believed to be idle in the Union, the South African 
Government and other public bodies have been finding difficulty 
in raising money on the new issue market. The corporation is 
projected as a means of overcoming this difficulty, and hopes to 
attract funds at short call. Apparently, only large deposits will 
be accepted, and their due repayment will be guaranteed by the 
Reserve Bank. It is suggested that, for the provision of finance 
for mines or other essential industries the financial requirements 
of which might be beyond the resources of the corporation, it 
might also attempt to raise money by debenture issues. 

Since South Africa has no organised money market, it is no 
doubt true that, even in normal times, the fluidity of the local 
capital market is much less than is needed for smooth financing 
of the large capital developments which have been and are in 
train. To that extent an organisation of the kind now proposed 
might be a valuable addition to South Africa’s financial machinery, 
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even though its operations would infringe all the orthodox canons 
against borrowing short and lending long. But because of 
infringement the activities of the corporation will need the Most 
careful surveillance if excessive and inflationary development jg 
not to be facilitated. For the immediate future, indeed, the 
launching of this project at this juncture makes it even Jes 
probable that Government financial and economic policy wij] 
impose the constriction upon the domestic economy which is g9 
plainly necessary if equilibrium is to be restored. The difficulties 
the Government is now finding in raising funds are by no 
mainly due to the technical deficiencies of the local capital market, 
They evidently spring from lack of confidence, the main causes 
of which are the political dissensions and the unreadiness of the 
South -African public for the economic crisis which dev. 

last year. If the new scheme succeeds in inducing holders of idle 
funds to lend to the corporation what they will not lend to the 
Government or to the municipalities direct, it may tend to per- 
petuate the over-extended condition of the economy, and so might 
do more harm than good. 


* * * 


Sidelights on Nationalisation 


The appearance of the sugar refining industry high on the 
list of industries under consideration for nationalisation has 
prompted Lord Lyle, the chairman of Tate and Lyle, at the recent 
annual meeting to express decided hostility to the prospect. So 
far as his company is concerned, the directors “ would not meekly 
remain in office” nor would they have anything to do with the 
company’s “destruction.” Lord Lyle would, however, be 
obliged to take counsel with the shareholders and “ the authorities 
in many lands where Tate and Lyle and associated companies 
are employers and taxpayers.” ‘The result might, of course, con- 
ceivably be different from that anticipated in the present mood 
of defiance. Lord Brand, in the April number of Lloyds Bank 
Review, has also given thought to nationalisation and has 
examined in a searching way the question whether nationalisation 
is necessary at all. His answer is that, even in the light of past 
or present socialist political dogma, it is probably not. It may, 
he observes, be the trade unions’ worst enemy. “A collision 
between the State and a trade union is quite a different matter 
from a collision between a trade union on the one hand and 
employers on the other, with the State as arbiter. In the end 
there cannot be ‘two Kings of Brentford,’ nor can *‘ nationalised’ 
trade unions expect to have the independent life they have had in 
the past.” 

Refusing to find nationalisation necessary on the grounds of 
industrial efficiency and “ first things first,” Lord Brand suggests 
instead more urgent tasks for those in authority who desire to 
plan. He holds that the problem of maintaining “ full employ- 
ment in all circumstances and at all times” provides enough 
scope “to satisfy the most ambitious planner, though it may seem 
less exciting than taking over the control of hundreds of com- 
panies and firms and millions of men.” But the lure is strong. 
“TI have a feeling,’ Lord Brand writes, “that if the Chancellor 
of the Exchequer were to stand in front of a beehive he might 
exclaim “ But this is too disorderly for anything, these bees flying 
about in every conceivable direction. There must be great waste 
and inefficiency here. We must bring some order and planning 
into all this.” Adam Smith could scarcely have put it better. 


Commodities and Prices 


Rubber and Strategy 


The sixth meeting of the Rubber Study Group ended in 
London last week-end without reaching any momentous decisions 
or, indeed, any decision at all. World production of na 
rubber in 1949 was estimated by the Group at 1,575,000 tons 
compared with 1,515,000 tons last year. Consumption is ex 
to reach 1,450,000 tons against 1,407,000 tons in 1948. The surplus 
output of 125,000 tons is expected to find its way into the American 
strategic stockpile, though the Study Group advanced no views on 
on this matter, Consumption of synthetic rubber this year 38 
expected to total 450,000 tons — the same as in 1948. 
prospect of an international commodity scheme for rubber was 
raised, but not seriously discussed. It is, however, in Indonesia 
that the key to the world’s supply of natural rubber lies .at the 
moment. Indonesian output this year has been estimated by the 
Rubber Study Group at 500,000 tons, given “ reasonable po 
stability.” In 1948 it was 432,275 tons. But if conditions improv 
that figure can easily be exceeded. The statistics issued by 
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@ Money is required for the export 
progranme—to keep men and machines 
working and so ensure the ceaseless flow 
of British goods to markets overseas. 
All this vital activity is sustained by the 
facilities which a Bank alone can provide. 


DISTRICT BANK 
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Eastern Enterprise 


For over three hundred years men of enterprise and initiative 

have engaged in trade with the East. For nearly a century The 
Chartered Bank of India, Australia and China has supplied them 
with the specialised banking services that this trade demands. 

Today, in addition to these services, the Bank’s wide network of 
branches ensures that a wealth of information on local needs for 
products and services is readily available to customers. Those planning 
to enter the markets of the East are cordially invited to discuss their 
Problems with the Managers of the Bank in London, Manchester or Liverpool. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(Incorporated by Royal Charter 1853) 

HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2 
Manchester Branch : 52, Mosley St., Manchester 2 e Liverpool Branch: The Cotton 
Exchange Buildings, Old Hall St., Liverpool 3 e West End (London) Branch: 
28, Charles fi St., London, $.W.1 e New York Agency: 65, Broadway, New York 

Associated Banking Institution in India: The Allahabad Bank Ltd. 

The Bank’s branch system, under British management directed from London, serves 
INDIA + PAKISTAN « CEYLON ¢ BURMA ¢ SINGAPORE AND FEDERATION 
OF MALAYA « NORTH BORNEO AND SARAWAK ¢ INDONESIA ¢ FRENCH 
INDO-CHINA ¢ SIAM e THE PHILIPPINE REPUBLIC e HONGKONG 

CHINA e« JAPAN ‘ 


671 
ABRIDGED REPORT 


CANADIAN PACIFIC RAILWAY COMPANY 


(Incorporated in Canada with Limited Linbitity) 


SIXTY-EIGHTH ANNUAL REPORT OF THE DIRECTORS 
FOR THE YEAR ENDED DECEMBER 3i, 1948 


TO THE SHAREHOLDERS : 
: The high and profitable level of industrial activity which prevailed during 1948, with good crops 
in the West and a condition of almost full ernployment throughout Canada should have assured 
te your Company fair returns from its rail operations. 

On the contrary, while gross earnings at $355 million reached a new peak, net earnings were 
lower than those of any year since 1905. The reason is found in uncontrollable costs on the one 
hand and rigidiy regulated rates and revenues on the other. 

An increase of 21% in Canadian class and commodity rates, with certain exceptions, over the 
level prevailing since 1822 was made effective April 8, 1948, by order of the Board of Transpore 
Commissioners, dated March 30, 1948. The overall increase, because of the fixed statutory grain 
rates, amounted to only 16% on the revenues from the tonnage handled. The benefit which 
might have been expected from this increase was more than offset by a heavy increase in rates of 
pay made retroactive to March 1, 1948, (which could have been avoided only at the cost of a 
Mation-wide strike) as well as by steadily rising costs for materials and supplies. 

Reflecting these conditions, the accounts of your Company show the following results for the 
year ended December 31, 1948 : 2 
INCOME ACCOUNT 


Gross Earnings ... .+» $355,249,702 














Working Expenses (including railway income taxes) on i. see at ow 336,830,536 
Net Earnings... in a ood we ane a _ wi een yr 18,419,166 
Other tncome (after income taxes) ... se wis wer ona op os =. 24,864,949 
“¢ 43,284,115 
Fixed Charges ... nb sis ne all ee <a ads oh: ine on 15,890,264 
Net Income ove sai si as tee ee “ss ose ove ee vee 8 27,393,851 
Dividends : 
Preference Stock 
Yo paid August 2, 1948 dime rhe — « § 2,278,841 
2% payable February 1, 1949 ae tos $d 2,278 841 
i ——————  $ 4,557,682 
Ordinary Stock 
2% paid October 1, 1948 ine bia oe bien oo sin 6,700,000 
—— 11,257,682 
Balance transferred to Profit and loss Account ... oa bee oft wt -- $ 16,136,169 





(The final dividend of 3 per cent. on the Ordinary Stock which was declared 
subsequent to the end of the year and is payable March 31, 1949, amounting to 
$10,050 000, is not deducted in rhe accounts for the year 1948.) 


PROFIT AND LOSS ACCOUNT 





Profit and Loss Balance December 3!, 1947 ae 5d ks poe $279,123,961 
Final dividend of 3 per cent. on the Ordinary Stock, declared from the 
earnings of the year 1947, paid March 31, 1948 we owe -«. $10,050,000 
Amount transferred to Depreciation Reserves ave <te hen o-»  §8,568,9 
98 618 940 
$180,505,021 
Balance of Income Account for the year ended December 3!, 1948 vse «$16,136,169 
Portion of steamship insurance recoveries representing compensation 
for increased cost of tonnage replacement... bec veil pe 669,922 
$16,806,091 
Deduct : 
Miscellaneous—Net Debit oot eee eee eos eve oes 573,799 
ee 16,232,292 


Profit and Loss Balance December 3!, 1948, as per Balance Sheet one ah es« $196,737,313 
eee 


RAILWAY OPERATIONS 

Gross earnings in 1948 increased $36,663,783, or 11.5%, over those of 1947. The increase in 
freight earnings amounted to $36,254,686, or 45%; 

Passenger earnings decreased $2,049,575, or 5.1%, reflecting a decrease both in the number 
of passengers carried and in the average distance travelled, 

Working expenses increased 841 Ne 806, or 13.9%. The general wage increase of |7¢ per hour, 
which was made effective March |, 1948, added approximately $22.5 million to expenses. 

Net earnings from railway operations were $18,419,166, a decrease of $4,473,023. The ratio 
- tg — was the lowest ever recorded, $.2%, as compared with the previous low 
of 7.1% in s 


GENERAL BALANCE SHEET, DECEMBER 31, 1943 


Property Investment : ASSETS 
Railway, Rolling Stock and Inland Steamships ane Li ... $917,760,540 
improvements on Leased Property ... hee ave ie ws 114,304,439 
Stocks. and Bonds—Leased Railway Companies... aoe ... $34,172,370 

Ocean and Coastal Steamships ey ee ele ee eee «. 59,418,471 
Hotel, Communication and Miscellaneous Properties ee «. 98,156,977 

81 924,512,797 

Other Investments : 
Stocks and Bonds—Controlled Companies ... me ee vce 8 69,915,412 
Miscellaneous investments... Sains oie ona ows +. 46,994,057 
Advances to Controlled and Other Companies... ans wie 8 .857,539 
Mortgages Collectible and Advances to Settlers... us Sad 1,360,672 
Deferred Payments on Lands and Townsites ove one oan 9,077 867 
Unsold Lands and Orher Properties . See eos «» $2,483,756 
Unexpended Equipment Trust Deposits 16,696,580 
Maintenance Fund Sei eae bee 25,350,000 
insurance Fund ... beds aed 13,188,540 
Steamship Replacement Fund 30,504,810 


234,431,233 





Current Assets : 




















Material and Supplies ... dod as bbe sas ids .. $ 49,486,147 
Agents’ and Conductors’ Balances > 14,380,154 
Miscellaneous Accounts Receivable ... 20,209,438 
Dominion of Canada Securitie 26,29 000 
Cash a ies = Re 35,145,313 
145,511,052 
Unadjusted Debits : 
Insurance Prepaid Soe és $ 80,055 
Unamortized Discount on Bonds... ene a” ene 3,240,099 
Other Unadjusted Debits ead eco deo éve bee 1,235,255 
4,555 409 
. $1,709,010,495 
Capital Stock : LIABILITIE ———— 
Ordinary Stock ai aed eee Seis ope és ++» $335,000,000 
Preference Stock—4Y Non-cumulative ee one oon «. $37,256,921 
325,588,729 eee 
Perpetual 4% Consolidated Debenture Stock ... nee ++» $325,586, 
‘on 3 Piedged as collateral to bonds and equipment obligations 30,150,500 
295,438,229 
Funded Debt cee —_ a bee as Se abe Ls ba oe 102,037,000 
Current Liabilities : 
Pay Rolls... abs ange ids ves ‘be ode jes ... § 8,071,951 
Audited Vouchers op ont a wa oy eos --» 14,359,066 
Net Traffic Balances... RS 6 od wee Ere dee 4,410,125 
Miscellaneous Accounts Payable eas oes ba ny ous 9,511,393 
Accrued Fixed Charges — ea an nen om iat 963,390 
Unmatured Dividend Declared vd am tas bie dail 2,276 841 
Other Current Liabilities ee on ons “ oe bud 8,200,598 
47 795.364 
Deferred Liabilities : 
Dominion Government Unemployment Reliel —... ae we. & «1,447,223 
Miscellaneous... ‘ale i ond ie ae asa iy 3,057,320 
4,504 543 
Reserves and Unadjusted Credits - 
Maintenance Reserves ... pak prs ei aha a +.» $ 25,350,000 
Depreciation Reserves vas ‘a seid wat Ra ee 439,851,108 
Investment Reserves ... ice 4 nen on oes ion 4,015,422 
Insurance Reserve a aad ine as ws via a «13, 988,540 
Contingent Reserves ... Se a sink oe aan sie 4,419,173 
Unadiusted Credits .. s ‘a ee we éde See 6.141 Bit 
492,666,054 
Premium on Capital and Debenture Stock oa sab Fd ss es 34,458 562 
Land Surplus ois ph wid on oo ines pas wee oqe ‘ 63,116,505 
Profit and Loss Balance 196,737,313 





$1,709,010,491 
ee 
ERIC A, LESLIE, Vice-President and Comptrolier 
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Rubber Study Group relating to the production and consumption 
of rubber for the current year ace included in this week’s issue 
of the Records and Statistics supplement. 

Neither on stockpiling nor oa synthetic rubber production did 
the Study Group get much change from the American delegation, 
which explained that the American Government could not commit 
itself to buy any specific quantity of natural rubber. The funds 
for stockpiling have to be apportioned between 67 commodities 
according to the differing strategic needs In any case, purchases 
caiunot be made until US Congress has made a further allocation 
of funds. Nevertheless, last year American purchases of natural 
rubber for the stockpile approached 100,000 tons. 

The rubber producers asked for free competition between 
synthetic and natural rubber’ in the United States. Mr D. D. 
Kennedy, the leader of the American delegation, explained that 
free competition existed over a “ wide area of rubber usage,” and 
that the American Government was not subsidising synthetic 
rubber, which sold in 1947-48 at 18.06 cents a lb. while its all-in 
costs were 18.01 cents a lb. There is certainly room tor argument 
as to the meaning of “all-in costs,” but the rubber producers’ 
case would have more force if consumption of synthetic rubbe 
in the United States were down to the legal minimum of 222,000 
tons. Last year it was wel! in excess of that figure. Yet the 
existence of a legally enforced minimum creates an artificial 
demand for synthetic rubber, and it may be true—as rubber pro- 
ducers maintain—that the rescinding of the Slater Act would 
cause an increase in consumption of the natural product without 
any change in price relationship. 

If Amerian synthetic rubber can be sold profitably at 18.06 cents 
a Ib., the minimum capacity required for strategic purposes could 
be maintained without legal enforcement. The political stability 
of South-East Asia, which depends to a large extent on the 
prosperity of the natural rubber industry, is no less important 
to American strategic interests than the maintenance of its 
domestic synthetic rubber production. If the world rubber market 
were to collapse through an appreciable expansion in ourput— 
and the only hindrance to such an expansion is the present political 
instability in that area—terrorist activities would gain ground very 
quickly. In these circutstances it would be wiser to allow natural 
and synthetic rubbers to compete freely with each other in the 
United States, just as they do in Canada. Burdensome surpluses 
would be prevented from appearing on the rubber market, and the 
necessary capacity for synthetic production could be maintained. 


x * x 


Cheaper Cotton and Wool 


The downward trend in prices is gradually making itself felt 
in all commodities. Egyptian Karnak cotton has fallen by fully 
20 per cent in recent weeks, and other Egyptian types have shown 
similar declines. The severity of the fall caused the Egyptian 
Minister of Finance to announce that a full inquiry would be 
instituted to discover to what extent speculative operations were 
to blame. But this adjustment to Egyptian cotton prices had been 
long overdue ; they now approximate more to equivalent American 
prices. It is less remarkable that Egyptian prices have fallen, 
than that American cotton prices, though they are not much 
above their support levels, have been maintained over the past 
year as well as they have. Marshall aid has given valuable support 
to the American market by enabling Britain and the countries 
of western Europe to purchase American cotton. At the same 
time—and in spite of the fact that American medium staple is 
not a direct substitute for the long staple Egyptian cotton—it has 
weakened the other cotton markets he provision of Marshall 
dollars has enabled demand and supply to balance each other 
geographically ; without it American cotton would have been in 
surplus and other growths in short supply. 

The current season’s supply of cotton—despite last year’s larger 
crop—is no bigger than in 1947-48, because carry-Over stocks on 
August Ist were exceptionally low. But another big crop is 
expected this summer with little likelihood that world consump- 
tion will expand correspondingly, even granted appreciable 
recovery in the cotton textile industries of Germany and Japan. 
An analysis in a recent issue of Rayon Organon of fibre con- 
sumption in the United States last year showed that the amount 
of cotton used was 7 per cent less than in 1946, the postwar peak. 
And although cotton consumption was still 24 per cent higher 
than in 1937, it represented only 70 per cent of total fibre con- 
sumption compared with 83 per cent in the prewar year. Rayon 
consumption, on the other hand, increased nearly fourfold ducing 
the period, rising steadily each year, and in 1948 represented 18 
per cent of total fibre consumption against 7 per cent in 1937. 
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As competition among the fibres increases, rayon is likely to gain 
more ground at the expense of cotton and other fibres. 

Even the wool market received a setback last month wheg ric 
for finer wools fell by 5 per cent and crossbreds (apart from fine 
crossbreds) by between ro and 12} per cent, This fall Was 
so sharp as a year ago, and prices for all types except finer dieting 
were still above those for the opening of the season. But the 
are indications that by next season casier wool prices ma 
prevail. Consumer resistance to aigh priced textiles is appear y 
throughout the world, and with the general increase in mak 
activity and the end of clothes rationing, supplies of reprocessed 
wool are beginning to expand. Last year, for example, imports 
of noils, waste and rags into the United States increased fourfold 
Since the war, the lack of these materials has been made good by 
increased use of raw wool, which has been reflected in the rll 
reduction in stocks held by both the Joint Organisation and the 
US Commodity Credit Corporation, Admittedly Britain’s trade 
in wool rags, shoddy and mungo has not yet recovered its prewar 
proportions. But apparent shortages can turn into surpluses 
within a very brief space of time. 


* * x 


Downturn in Base Metals 


The Ministry of Supply, as was expected, this week reduced 
its selling price for lead from £123 a ton to £106 and for zine 
from £106 a ton to £101. The first British price reductions for 
these metals since 1939 still leave the new prices well above the 
corresponding New York quotation of 16 cents a Ib. (£89 a ton) 
for lead and 15 cents (£83 a ton) for zinc. Many Sritish metak 
users believe that the lead price will be further reduced shortly, 
and are buying only to cover their immediate requirements 
Because of its quarterly allocation scheme, the Ministry of Supply 
in the past has altered its selling price for lead only at the 
beginning of the quarter; the price paid t Australian producers 
appears to be fixed also every three months in relation to th 
New York market. In contrast, the zinc price has been altered 
at a month-end. But since the American lead price fell again 
from 17 cents to 16 cents a Ib. last Saturday, the Ministry could 
not have taken this new price into account when fixing’ its’ own, 
It may therefore decide to depart from is customary practice and 
reduce the price of lead again without waiting the fuil-dhree 
months. 

If the Ministry does not do this, it will be a clear proof that 
the system of centralised purchasing is too inflexible. In any 


Gaaneaeee 
AMERICAN 





case, British manufacturers must expect to lose under bulk buying 
on a falling market, just as they tended to gain on 4 rising market. 
The British price for lead, for example, remained at {£90 a ton 
from April, 1947, to October 1st of last year, whereas the Americaa 
price had already risen to 174 cents a Ib. (£97 a ton) in April, 
1948, and rose further in August to 19 cents (£109). Bur this 
price advantage was of little avail to British manufacturers #8 
buyers were then both plentiful and eager. Now that the sellers 
market is fast disappearing, dearer raw materials might 
affect the British export drive. For the time being, the 
relatively high labour cost per unit of output may mask this 
extra cost, but trading conditions may well arise in which the 
prices of raw materials will again play an important part 1 
determining prices for end-products, On a falling market, there- 
fore, the case against centralised buying is all the stronget, | 
Nor is it apparent that the end of the fall in base metal prices 
is in sight. The present relationship between lead and zine . 
abnormal. As the accompanying chart shows, the price of inc 
is generally 3 to 4 cents a Ib. cheaper than lead. But this relation- 
ship is partly conditioned by the high price of tin, which 5 
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encouraging manufacturers to use zine as an alternative material, 
The tin price is unlikely to decline until the present contract ex- 
izes in June, but some adjustment to the world price of zinc is 
likely to occur before then The American copper price has re- 
mained unchanged at 23} cents a Ib. (£131 a ton) since last August, 
but scrap prices have weakened considerably, and prices for certain 
copper products have also declined. Moreover, American custom 
smelters are Known to be anxious to maintain their throughput 
of ore, and are therefore likely to force sales of copper metal 
by lowering their prices. It may not be long, therefore, before 
a further and more general reduction in base metal prices occurs. 


Trade and Industry 


Trade with Western Germany 


The first stage in planning trade between the three zones of 
western Germany and the sterling area for the year from July, 
yagg, has been completed in the talks which ended in Frank- 
furt last week. ‘The new arrangements will operate after the 
expiry of the existing trade pact under which western Germany 
jg 0 import in the current half year £30 million of raw materials 
and manufactures against exports of some £22 million. Trade 
between the two areas in 1949-50 is expected to be maintained 
at the present rate, with imports at £60 million and exports at 
£45 million for the full year. Important changes are, however, 
envisaged in the nature of the goods exchanged between the two 
areas. The emphasis of the current agreement is on German 
imports of raw materials and exports of timber, steel scrap, potash 
and other raw materials. In future it is intended to include a 
substantially higher proportion of manufactures. When the agree- 
ment for the current six months was concluded, the Board of 
Trade provided no information about the value of the various com- 
modities and goods to be traded. It was left to the German press 
to publish most details of the pact. From such sources alone could 
it be ascertained, for example, that imports of wool were expected 
w be {10.1 million; woollen yarn £600,000 ; jute, £1,250,000 ; 
ferrous and non-ferrous metals, £1,700,000 ; rubber, £7,200,000 ; 
an equally detailed list was given for exports. The Board of 
Trade’s reasons for conducting Anglo-German trade talks—as 
indeed other trade talks—in such secrecy are difficult to fathom. 

The excess of German sterling imports over exports will be 
largely covered by German drawing rights under the Intra- 
European payments scheme. Yet it may be s‘gnificant that, at a 
time when a sterling deficit is planned for western Germany, all 
restrictions on foreign investment in Germany are to be lifted. 
The practical implications of this move are far from clear. It 
should enable foreign companies operating in Germany to employ 
their accumulated and currently earned D Mark profits outside 
their own industries. But the position of sterling creditors under 
the prewar standstill agreement remains unsolved. Are foreign 
companies in Germany to be allowed free use of their funds 
inside Germany while sterling creditors prepared to accept D 
Marks in settlement of their sterling claims will not be permitted 
te do so? 


* x * 


The Freight War 


The freight war in the trade between northern Europe and 
India, Pakistan and Ceylon, continues to extend in scope. The 
Dutch lines have now arranged ships to call for cargo at Scan- 
dimavian as well as United Kingdom ports, underlining their 
contention that a Danish company should not have been per- 
mitted to engage in what they consider to be the predominantly 
Dutch trade in the Antwerp-Hamburg range. Some sympathy 
with the Dutch attitude has been expressed in India, where the 
general manager of the Scindia Steam Navigation Company, a 
conference member, has arranged to meet a representative of the 
United Netherlands Navigation Company. The Indian shipping 
companies have long maintained that Indian ships are entitled by 
some prescriptive right to carry at least so per cent of Indian 
overseas trade, a principle to which British and other European 
shipowners—including, up to the present, the Dutch themselves— 
are utterly opposed. If all countries were to assert such principles, 

free and economic movement of seaborne cargoes would be 
tan end. So long as the differences of principle are fought out 
by indiscriminate rate-cutting, however, no workable solution is 
likely to be found until the Indian shipping business is involved 
M ruin; and shippers, who may reap benefits now, would find 
their interests injured in the long run. 
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What is Wool Cloth ? 


_ Manufacturers and retailers are of two opinions about the 
muinunum wool content necessary before defining a fabric as 
wool cloth. During and since the war the Board of Trade has 
for ils OWN convenience set this minimum at 15 per cent by 
weight, and many manufacturers accepted this as their working 
standard. On the other hand, those making high quality fabrics 
do not regard as wool cloth anything with a wool content much 
below 90 per cent. The Retail Trading Standards Association 
has lately published revised piece goods definitions for the guid- 
ance of its members. The Association’s aim is to maintain a good 
standard of retail practice ; its membership, though mainly drawn 
from large retailers, has been extending to manufacturers. Among 
other things, the definitions recommend that the word “ wool ” 
should not be used without qualification for cloth which has a 
lower wool content than go per cent by weight. The remaining 
IO per cent is made up of an allowance of 3 per cent for “ manu- 
facturers’ tolerance” and 7 per cent for other material used only 
for decoration. The term “all wool” or “ pure wool” should not 
be used unless the wool content is 97 per cent. 

Manufacturers whose product has less than 90 but more than 
I5 per cent wool resent this definition which, they say, conflicts 
with general trade usage. They take even stronger exception to 
the Association’s insistence that the terms “woollen” and 
“worsted ” are applicable to the spinning of wool yarns only and 
should not be applied to other fibres. In this attitude they were 
tacitly supported by Board of Trade practice. In at least three 
cases the Association was obliged to drop prosecutions alleging 
misrepresentation under the Merchandisimg Marks Act because 
the manufacturer could point to Board of Trade orders where 
the term “wool cloth” was used to mean cloth with a minimum 
wool content of 15 per cent. 

The Retail Trading Standards Association rests its case on 
the common meaning of words, whatever special meanings they 
may have for manufacturers. To the public, wool cloth is 
cloth made of wool—not a small proportion of wool woven 
with a large proportion of cotton or rayon. In the same way 
the public assumes worsted cloth to be made of wool—not rayon 
spun on worsted machines. Official complaints from Australia, 
New Zealand and South Africa about the low wool content of 
British exports dispatched as wool cloth have strengthened the 
retailers’ case. A South African labelling bill which comes into 
operation on September 1st defines wool cloth on practically 
the same lines as those which the association wishes to establish. 
The Board of Trade itself, in order to avoid further prejudice 
to the working of the Merchandise Marks Act, has gradually 
altered the wording of orders to avoid an exact definition of wool 
cloth. Mr Harold Wilson said in the House of Commons last 
week that this process is now complete. 

The British Standards Institution set up a Wool Industry 
Standards Committee in December. Previous attempts to arrange 
a compromise on the definition of wool cloth have not been 
successful, but it is beginning to appear that pressure from abroad 
combined with the attitude of retailers at home and supported 
by the accepted practice of at least some manufacturers, may 
make it hard for the wool textile industry to stand on a 15 per 
cent wool minimum. ’ 

- . * 


Baltic Timber Chartering Breakdown 


The shipping industry has failed to reach agreement with 
the Timber Control about the terms under which ships should 
be engaged to carry timber imports from Scandinavian and Baltic 
countries in the coming season, Negotiations have been con- 
ducted by the Chamber of Shipping on behalf of British ship- 
owners as well as of foreign members of the Baltic and International 
Maritime Conference, in an attempt to induce Timber Control, 
the bulk charterers in this trade, to accept the principle of allowing 
“fixed laytime.” This would mean that delays and high loading 
and unloading expenses, beyond an agreed fixéd amount, would 
fall to charterers’ risk. The timber charterparties internationally 
accepted before the war do not provide for fixed laytime (except 
for loading pitprops), but then the shipowner before the war 
was in a better position to estimate the time required to load a 
cargo in any given port and take this into consideration when 
negotiating a rate of freight. Many Baltic ports today get seriously 
congested during the limited loading season, High stevedoring 
costs—particularly in Finland—coupled with delays caused by 
labour difficulties, make it almost impossible for a shipowner to 
estimate with reasonable accuracy the time his ship will occupy on 
a particular voyage or the expenses he will incur. In the last two 
seasons, when the rates of freight were controlled, the “ special 
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terms ” conceded to British owners recognised these special risks. 
Now that freight rates are decontrolled, Timber Control considers 
that owners are free to cover their risks in the rates they agree 
to accept, and will agree to fixed loading time and costs in 
respect of Finland only. In respect of other ports, Timber Control! 
is apparently willing to give consideration to any places where 
special difficulties can be shown to justify special terms, and it 
agrees to the continuance of free discharge in UK ports 

In the absence of agreed terms, it is left to individual 
owners to get the best terms they can for each voyage and to 
hold out for rates of freight which will insure them against the 
losses which expenses beyond their control might inflict: upon 
them. Meanwhile owners of all flags are being advised to 
offer their ships on terms which will provide for loading at 
a stated maximum cost and for fixed laydays both for loading and 
discharging. Timber Control doubtless expects enough tonnage 
to be offered at rates not much higher than last year’s and on 
terms by which owners will carry the risks themselves. Owners 
feel that the necessity of dealing with a monopoly charterer puts 
them at an unreasonable disadvantage. In the result, some 
owners will look for employment where possible in some other 
trade in which trading results are less incalculable. The British 
merchant fleet is still notably deficient in ships suitable for the 
Baltic timber trade, and in the circumstances Owners are not 
likely to feel themselves encouraged to make good the deficiency 
by ordering new ships. 


* * * 


American Cotton Industry 


The pursuit of productivity has led representatives of the 
British cotton industry to study methods used in the United States. 
A review published in the Cotton Board Trade Letter for March 
and the report of Mr L. H. C. Tippett, of the Shirley Institute, 
on his visit to mills in New England and the Southern States* 
give a useful picture of the present stage of evolution in the 
American cotton industry. American cotton textile production 
is for the most part vertically integrated, and the mills keep 85 
per cent of al! cotton yarn produced for their own use, although 
recently those mills which produce yarn for sale have gained a 
little ground. Only 20 per cent carry on finishing operations 
as well as spinning and weaving, but since the war a growing 
number of grey cloth manufacturers both finish and market their 
products 

American producers pay more attention to a high rate of 
utilisation of plant than they do to the individual worker’s output. 
Spindle capacity has been reduced from its peak of 38 million 
in 1925 to 24 million, but two-thirds of these spindles are operated 
for three continuous eight-hour shifts a day for the best part of 
six days a week. About half the weaving capacity is worked in 
the same manner. The result has been a steady rise in output 
which started in 1925 and reached its maximum in 1947 with a 
total production of 10,097,000 yards of cloth. Production in 1948 
was lower because reduced demand brought the price of print 
cloth down from $0.283 a yard at the end of 1947 to 50.155 a yard 
at the end of 1948. 

While wages have risen from 38.7 cents an hour in 1939 to 
112.5 cents in 1948, output of cloth per man-hour has fallen from 
10.93 yards to 9.26 yards in the same period. Nevertheless, in 
deference to workers’ prejudices, redeployment tends to be adopted 
piecemeal! when the opportunity arises, rather than throughout an 
entire department or mill. 

Mr Tippett noticed the absence of any detailed agreements 
covering the entire cotton industry, either for wages or work. 
Labour is scarce, and managements pride themselves on keeping 
its goodwill. The workers in each mil] decide by ballot whether 
or not to have a union; the management either negotiates a 
separate agreement with the unions, or, where there is no union, 
works Out an agreement inside the mill. Only one district con- 
tract has been negotiated-—between the manufacturers’ association 
in the Fall River-and New Bedford area and the CIO textile 
union—but even this contract leaves details to the individual! mills. 

Neither managements nor workers consider that the work of 
management consultants relieves the supervisory staff of their 
responsibility for Weciding how work is to be allocated. On the 
other hand, most mills give their managerial staff a careful training 
which includes textile technology and the study of work loads. 

The general impression gathered from Mr Tippett’s report is 
that the American mills are in a less lively stage of evolution than 
the mills of Lancashire. “The attitude of the managements I 
met towards re-equipment,” he writes, “ was cautious,” although 


*“ Labour Management in the American Cotton Industry.” British 
Cotton Industry Research Association. 
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* * * 


Progress in the Pottery Industry 


The pottery industry has an export target of £1 
month to be reached by the end of 1949. E 
were £1,218,913, in February £912,118. About 
to Canada and 12 per cent to the United States. The Australi 
and South African markets took 17 and 10 per cent respectise 
and the industry is fully booked with orders for ar least a 
years ahead. Its problem is to increase the volume a 
without endangering quality. 

The President of the Board of Trade said at the Counci of 
Industrial Design’s Exhibition at Stoke-on-Trent that aboy 
£1,000,000 worth of re-equipment has been carried out since - 
end of the war and was continuing at the rate of £600,000 a 
In 1949 there will be new building to the value of £750,000 Th 
rate has, on the whole, been slow. Existing buildings are not 
suitable for the installation of automatic equipment and there hay, 
been delays in obtaining building licences, and particularly ia 
getting steel. Deliveries of the actual machinery have not beey 
unsatisfactory ; Ministry of Supply figures show them as havi 
been to the value of £173,000 in the fourth quarter of 1948 jm 
about 100 continuous tuanel ovens have been installed since the 
end of the war. 

There are mixed feelings over the effect of re-equipment on 
the character of the pottery industry. The experience of modern, 
highly mechanised potteries in the United States suggests that they 
give less close control over quality than do intermittent. kilas 
On the other hand, with only 16 per cent of the buildings of the 
British potteries less than so years old, re-built potteries and 
automatic plant were the only way to stop the drain of labour 
to new industries with better working conditions. The ise 
in the number of workers during the past year from 67,000, 
or just a littl aboVe prewar, to 71,700, indicates the success of 
these measures. What it does not show is that the industry’s worst 
labour difficulties have yet to come. The skilled branches are 
largely staffed by workers on the verge of retirement. There have, 
for example, been no apprentice engravers for the past ten years. 
New decorators are being trained, but the drawbacks arising 
from their lack of experience will be felt for many years. Experi- 
ment and innovation in pottery design are handicapped by the 
exclusion of decorated pottery from the home market which is its 
customary testing-ground. 

No one is prepared to guess what the capacity of the industry 
will be by the time its re-equipment programme is completed. 
But as tunnel ovens have a high fuel consumption and are 
only very occasionally extinguished, cost considerations demand 
they be utilised to their fullest extent. Methods of quality 
control are continually improving, but so far no amount of 
mechanisation can relieve dependence on skilled labour for the 
highest quality production. Much depends on whether British 
manufacturers can continue to sell medium-quality goods abroad. 
But it is in the markets for this class of goods that there are signs 
of price competition, not only from German and Czechoslovak 
exports, but from the domestic pottery industry in the United 
States which can undersell British products in the middle and 
lower quality ranges by as much as 25 per cent. (British exports 
to the United States in February were 28 per cent lower than in 
the same month last year.) Some British firms believe it does 
no good to the reputation of British pottery to produce for the 
cheaper markets at all, but it may prove necessary if the new 
capacity is to be fully employed. * 
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Banking and Finance 


French Government Credit 


ihe French 5 per cent loan recently issued at pat wa 
quoied for the first time in the French Bourse this week 
promptly fell to a discount of 20 per cent. This issue had been 
hailed in France as a great success, since it had brought @ 
110,000 million francs of fresh money. The opening price o 
80 may, therefore, appear highly paradoxical. The paradox dis 
appears, however, when it is realised that the loan was effeci 
issued on a basis of well over 5 per cent. It will be recalled 


that certain existing French Government securities coule © 
offered as part subscription for the new loan and were for this 
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REFUGE 


Assurance Company Limited. 


Chief Office: Oxford Street, Manchester, 1. 


In 1948 representatives of the Company provided service, usually at the homes of the 


policyholders, in respect of NINE MILLION POLICIES making nearly 


200,000 maturity payments totalling £5,400,000 and paying £3,000,000 in death 


claims, 


Ordinary Branch: A reversionary bonus at the increased rate of £1 4s. Od. 


per cent. is declared on with-profit policies. 


Industrial Branch: £994,000 is allocated to increase the benefits of the 
majority of existing premium-paying policies. 


SENIOR 
EMPLOYEES 


Employers who are considering augmenting the future retirement 
bencfits of senior employees are invited to approach The 
Standard Life Assurance Company who are specialists in super- 
annuation schemes and offer reduced rates examples of which 
they are glad to publish. 


A premium of £10 p.a. provides the following benefits : 


Age Sum assured payable Alternative Pension 
pext birthday at death or age 65 at age 65 * 

35 356 £32 10 O 

40 285 26 0 0 

45 218 19 18 0 

50 156 145 0 


* Payable monthly in advance for five years certain and life thereafter. 


The 1947 Finance Act permits one quarter of the value of a 
retirement pension to be taken in cash. 


The 
STANDARD LIFE 
ASSURANCE COMPANY 


Established 1825 Assets exceed £63,000,000 


Head Office : 3 George Street - Edinburgh 
London : 3 Abchurch Yard Cannon St EC4* 15a Pall Mall SW1 


i 








‘Not old Mae ?.. 
Tean’t 
beliewe it!° 


The news came like a thunderbolt to 
everyone in the firm. Old ‘Mac’ of all 
people — such a gentlemanly old chap! 
He had been with the firm for donkey’s oa 

years — started as an office boy and must have handled untola 
thousands of pounds as chief cashier. One day an auditor's query 
led to a thorough-going investigation, and ‘Mac’ dazed and white- 
faced, went straight to the Managing Director. He had gone on for 
a year and more stealing cash and falsifying the books in a desperate 
attempt to recoup losses on investment deals. Hundreds of such cases 
are reported every year, and more oceur but are not made public. It is 











For about £5 a year (perhaps less, depending on length of 
Peace of service and other factors) a cashier can be covered up to £1,000 
under ad Guarantee Policy. Your entire staff, 
secretaries, clerks, managers, travellers and collectors 
mrind COSTS can also be covered individually or collectively. Each case is 
sett treated on its merits ; send us full iculars of duties and 
very little degrees of responsibility and we gladly quote a rate for 
your needs. Get in touch with us today. ly 

cu 


General 


ACCIDENT FIRE & LIFE 










Jease send me full particulars of ‘General 
riadlity Guaraniee Policies. 


NAME 
as ASSUBANCE CORPORATION LTO. 
ADDRE e i Guarantee Department 
ty ee epee Ta General Buildings, Perth, Scotland 


1 prenememn—ciginginn niente 


FAMOUS FOR ALL CLA*QSHBES OF INSURANCE 
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purpose taken at par. On the basis of the valuations of these 
bonds at the time at which the lists were opened, the new § per 
cent loan was in effect being offered at nearly 7 per cent. This 
effective average rate later fell to about 6 per cent as a result 
of the rise in the prices of the old bonds eligible for subscription. 
It is on approximately this basis that the mew bonds are being 
valued at their current quotation of around 80, It should be 
added that no official support is being given to the market. 
The French Minister of Finance, using a well-worn formula, has 
said that the price of the bonds was being driven down by 
speculative sales and that he did not regard it as his duty to 
help speculators to make a profit. With French Government 
credit on a 6 per cent basis, it cannot be said that France is 
neglecting the weapon of financial controls in meeting its economic 
difficulties. The efficacy of this weapon may in part be reflected 
in the continued fall in French retail prices; the official index 
dropped from 1857 to 1781 (1938=100) during March. 


* * * 


Rise in Gold Shares 


The buying wave which has recently swept over the gold 
share market has a more solid ring about it than many of its 
predecessors in the postwar period, though the pace of the advance 
in prices has been startling, to say the least of it. The abruptness 
of the rise is clearly brought out by the accompanying table, which 
shows that in some cases prices of the developing mines have 
risen over §0 per cent from the depressed level of three weeks 
ugo. For the producing mines the advance has been far more 
restrained. 


GoL_p SHARE PRICES 








j 
1947-9 | 
Company avd Share i _| Jan. 18, Mar. 15, | April 6, 
Denomination i 19499 | 1949 i949 
High | Low | | | 
“Pmanecial Times ” Gold Share | 
Index (Oct. 15, 1926= 100).. 135-2 | 86°22 86° 22 89-93 | 103-65 
African & European, 10s....... { 202/6° | 42/6 | 45/- 46 3xd | 58/9 
Blyyooruitzicht, 2s. 6d. ...... 213/-+ | 35/7 | 3/- | 40/- | $39 
Brakpan, 5s peices oe. (Mpc 19/3 | 10/4 | = 10/9xd 11/6 13/9 
Daggatontein, Se... ..6.cscces /- 4 439 | 51 /3xd | 60 /- 694} 
bast Gedald, £1 alls 2 dae li Ti 74 | % 8} 
Consotidated Gold Fields, £1... 80/7} 47/6 48,9 52/6 58,9 
Middle Witwatersrand, 2s. 6d.. 58/3 20/9 | 24/3 21/9 27/3 
Kar is BE nin s wicienge i 26/3 10 ' ll/- 12/- 14/9 
Libanonm, 10. ; sas ta wa 26/10 143 14/6 169 20/- 
\VWetkom Gold Mining, 5s. ..... | 15/7 oa/$-°4 339 32/6 48S 
t n Corporation, 12s. 6d. ... 15 9 j 95 10} lig 
Luke View & Star, 4s......... | 29/6 18 21 18 196 
uit Coldivelds, 4s. ........ | 60/6 j av ' 35/- j 36 /- j 39/3xd 
Bibian) (0927), 45.........000. | w/e | 23/3 15, 10} 4/- | 16/-xd 
* 41 shares + 10/= shares. Day pase. 


South African political, financial and economic fears—only 
faintly relieved by a more favourable outlook for a reduction in 
miming costs—were principally responsible for the slump in 
Kaffirs which brought. prices to their lowest postwar level in 
mid-March. It is perhaps not surprising that there has been 
some recovery—though perhaps not one of the present dimen- 
sions—from those levels. When the outlook appears gloomy 
in this section of the Stock Exchange, the speculative element 
there invariably assures that it will be discounted to the full. 
Conversely, signs of relief are likely to be magnified. Long- 
term prospects of a decline in mining costs as a result of falling 
commodity prices have played some-part in the present upswing, 
but possibly not the deciding one. Speculators are apparently 
still prepared to follow the will-of-the-wisp of sterling devaluation 
from whatever source it may happen to be rumoured. They are 
not inclined to take too seriously the denials which from time to 
time are made by the authorities both in this country and the 
United States. The market has been impressed with the support 
forthcoming on any reaction in prices in the past three weeks— 
an indication, perhaps, that the “ Shops ” are anxious to see prices 
on a higher plane, particularly in view of the considerable new 
financing to be undertaken by Orange Free State companies. 
While the lead in the present boomlet in gold shares has been 
taken by London, both Johannesburg and New York have been 
ready to follow after but little hesitation. 


* * * 


“ Chartered’s ’’ Mineral Rights 


By the votes of thirteen unofficial members to one, the 
Legislative Council of Northern Rhodesia has duly passed Mr 
Roy Welensky’s motion that the time is opportune for legislation 
to impose a special tax on royalties recovered from the mirtrals 
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in the colony. In itself, the passage of this motion merely places 
on record what has long been the considered intention of Native 
members and some colonists. Bur it is generally agreed to haye 
cleared the way for the critical stage in the attempt to tax the 
royalties enjoyed by the British South Atrica Company. Ir now 
rests with the Governor of the colony whether legislation jg 
introduced to impose a tax, for such a course is not Possible 
without his sanction. 

It is easy to understand the desire of the natives and colonists 
to reap a share of the harvest represented by royalties resulting 
from the present high prices of metals, particularly of copper 
produced in the area. But the attempt of some unofficial mem. 
bers to discredit the “ Chartered ” company, which is the principal 
beneficiary of the royalties, can expect little sympathy ; even if 
the origins of the company’s Iegal claims were in doubt—which 
it would hotly deny—the plain fact is that without “ Chartered” 
Northern Rhodesia would not enjoy its present prosperity. Some 
form of compromise solution seems to be demanded. With 
copper at its present price, a further contribution from 
“ Chartered,” in addition to the 7s. 6d. in the £ now paid in local 
taxation by the company, might be considered reasonable, though 
to concede the principle of discriminatory taxation against the 
company’s rights may well be opposed as the first step to their 
eventual forfeiture. The presence of Mr Creech Jones in Lusaka 
this week may be connected with the matter. It would not be 
surprising if some consideration were given to the compromise 
proposal that the company’s mineral rights be sold to the Govern. 
ment of Northern Rhodesia, following the precedent of the sale of 
its rights in Southern Rhodesia in 1933. If the purchase price 
were to be based on the capitalisation of the royalties at their 
present record level this course might prove an impossibly costly 
solution. 

. * * 


Glut of Silver Coin 


The quantity of silver coin in the banks today is estimated 
at around £30 million—the highest figure on record. This is in 
marked contrast to the acute shortage of twelve months or so ago. 
During the second half of 1947 and early 1948, millions of pounds’ 
worth of silver coin were drawn from the banks and disappeared. 
The drain on the banks continued even during the new year period 
when normally stocks are replenished by the return of Christmas 
spending money. In April last year the banks’ holding of silver 
was under {12 million, but the effects were soon felt of the 
double shifts at the Royal Mint which were begun in March. 
By the end of June the holdings had risen to £18 million, and 
by October to nearly £25 million—equal to the figures for June 
30, 1947, which at that time had been a record. Hence the 
Christmas season began with the banks comfortably supplied— 
with over £27 million of silver and no fears of a shortage. Even 
on Christmas Eve they still held around £25 mil.ion. in contrast 
with £10 million twelve months betore. The early weeks of 1949 
saw further increases. 

The improvement in the position is due entirely to increased 
output by the Royal Mint, not to any return from circulation of 
the large quantities of coin so inexplicably absorbed in 1948. 
The quantity of silver (including cupro-nickel) in the hands of 
the general public is now around £118 million, and has not, ia 
fact, varied a great deal during the past year. In January, 1948, 
it stood at £113 million, compared with £104 million in January, 
1947, and £100 million in January, 1946. Last year the Mint 
issued over £20 million worth of silver (as cupro-nickel is still 
called) but this years rate of output is only half that of 1948. 
The Mint 3 now concentrating on fulfilling those orders from the 
colonies that fell into arrear last year when its main efforts had 
to be directed towards meeting domestic needs. In the absence 
of any unforeseen change, the 1949 cupro-nickel output from the 
Mint can be utilised to replace a like amount of silver coin. There 
are some 2,000 million pre-1947 silver coins to be withdrawn 
from circulation—a process which will keep both Mint and banks 
busy for many a year. 


Shorter Note 


Coal output last week was 4,377,100 tons, 89,000 tons more 
than in the preceding week and the highest figure since the 
middle of December. Opencast production has fully recovered 
from its seasonal decline and at 272,700 tons is back to the 
high level of last July. Overall output per manshift remained 
unchanged at 1.17 tons compared with an average of 1.11 tol 
Total output for the first 13 weeks of 1949 is $5,409,400. 
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COMPANY MEETINGS 
SF ——— 


THE BANK OF SCOTLAND 


t 
r 5 ? 


SOME NATIONAL IMPROVEMENT 
BANK’S SOUND POSITION 
LORD ELPHINSTONE’S REVIEW 


fhe annual general mecting of the pro- 
prietors of the Bank of Scotland was held 
within the Head Office, Edinburgh, on the 
Sth instant. 

The Rt. Honourable Lord Elphinstone, 
KT., governor of the bank, presided. 


In submitting the directors’ report, the 
chairman said: My Lord, Ladies and 
Gentlemen,—You will all have received a 
copy of the directors’ annual report and 
statement of the accounts of the bank as at 
February 28th last, and I assume that, as 
usual, we may take them as read, 


The past year has been set against a 
darkening background of world unrest— 
political and social—and unfortunately the 
hopes Of betterment to which I gave ex- 
pression here a year ago have not been 
reahsed, Notwithstanding earnest and praise- 
worthy efforts to find a universal formula 
for peace and prosperity, international rela- 
tions remain extremely sensitive and com- 
plicated by distracting fears and suspicions. 


COUNTRY’S ECONOMIC POSITION 


In spite of difficulties the past year has, 
however, shown some improvement in our 
country’s economic position. The external 
wade deficit has been substantially reduced, 
and, while it is only right that we should take 
a modest pride as a nation in this achieve- 
ment, we must bear constantly in mind that 
this is only a beginning; the gap has been 
narrowed, and is, for the time being, spanned 
by the bridge of Marshall Aid ; but we dare 
not forget that the bridge is a temporary 
one provided by the generosity of our 
American friends, and that it must be re- 
placed by a permanent structure of our own 
contriving. 


Unfortunately, the continuing gravity of 
ihe economic situation is apparently not yet 
realised by the great mass of our people. 
The irresponsibility of a small proportion 
can, and does, reduce the sum total of effort, 
but it is in the complacency of the majority 
that the grave danger lies. This complacency 
can be overcome only by leadership realistic 
and strong enough to unite the whole country 
in the realisation of the important and basic 
principles of national and economic life. 


For many of our people higher price levels 
have caught up with the expanded money 
supply, and their spending power is now 
greatly reduced. The results are already to 
be seen in the immobility of goods in the 
hands of retailers and in the accumulation of 
certain stocks in wholesale warehouses. 


EFFECTS OF HIGH TAXATION 


The existing high levels of taxation have 
unfortunate effects upon the individual and 
upon business. Oppressive taxation, both 
direct and indirect, inevitably cancels out 
mecentive, discourages enterprise and nullifies 
thrift. Interest in work flags, craftsmanship 
suffers and stagnation may be the ultimate 
Penalty. At a time like this, when a high 
fate of saving is more than ever necessary in 
the interest of the country, the Government 

d give a lead by cutting down on all 
essential outlays. Government spend- 
ing, It seems to me, ought to be regulated not 
what people desire ; it must take account 

of what the nation can afford. 


In the domestic sphere, if we are to enjoy 
Peace of mind, we are obliged to adjust the 
satisfaction of our desires to the funds we 
have available to meet the outlay, and I feel 

Such a test could with advantage be 
applied to national expenditure Expendi- 





ture intended to promote welfare—admirable 
as it may be in design—will fail of: its 
purpose if the financing of it involves penal 
taxation that stifles. business activity and 
growth. If wealth that is being used pro- 
ductively is drawn off in this way the public 
will suffer in the long run. 


CONDITIONS IN SCOTLAND 


At home here in Scotland the promotion. of 
new light industries to supplement our staple 
heavy industries continues satisfactorily and 
these are now beginning to make a sub- 
stantial contribution to the National economy. 
Vigorous efforts are being made to improve 
conditions in the Highlands and, with the 
expansion of the hydro-electric schemes, fur- 
ther progress is looked for. The develop- 
ment of new coalfields in the Lothians, Fife 
and Ayrshire will, it is hoped, lead to in- 
creased and more varied industries in these 
areas. 


With the need for increased home produc- 
tion of food it is regrettable that so much 
good agricultural land is being sacrificed to 
the doubtful benefit of open cast coal mining. 
Both agriculture and fishing are playing a 
major part in the National economy and the 
bank’s traditional policy of close association 
with these industries is being maintained. 


BALANCE SHEET AND LIQUID ASSETS 


Turning now to the balance sheet, one 
of the fundamentals of sound banking is the 
maintenance of a strong liquid position and 
throughout the year just closed we have, as 
usual, adhered’ to orthodox principles with a 
substantial margin to spare. At the date of 
the balance sheet assets in cash, -balances 
with other banks, cheques in course of col- 
lection, together with mcney at call and short 
notice and bills discounted (including 
£1,000,000 of Treasury bills) amounted to 
£28,675,000 or 27.6 per cent. of our total 
liabilities to the public in deposits and notes 
outstanding. If we add to this our holding of 
£8,000,000 Treasury deposit receipts and our 
investment portfolio of over £57 million we 
have liquid resources equal to 87 per cent. 
of our public liabilities. 

The present market value of our invest- 
ments, which are practically all British 
Government stocks, is in excess of the figure 
at which they appear in the balance sheet. 


Compared with twelve months ago our 
deposits show an increase of slightly over 
£6,000,000. Since December 31st last bank 
deposits as a whole declined to a greater 
extent than has been usual during the first 
months of the year, but whether this is a 
reliable indication of the future trend remains 
to be seen. Contrary to general experience 
there has been a moderate increase in our 
note circulation. 


LOANS AND ADVANCES 


Loans and advances to customers have in- 
creased during the year by £1,800,000. These 
are well spread over a wide range of indus- 
tries. All known bad and doubtful debts 
have been provided for. 


We continue to give the most favourable 
consideration to all reasonable and legitimate 
requests from our customers for assistance. 
We find that calls are being made upon us 
for purposes which normally would have 
been financed out of the borrower’s 9wn re- 
sources. This is not really a healthy state 
of affairs and unless it can be checked by 
some abatement in the burden of taxation 
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the ‘resulis may well be serious, We ‘are 


‘Satisfied that depreciation allowances ‘for 


income tax purposes are inadequate. With- 
out. doubt these should bear some relation 
to replacement costs which in many cases are 
several times the original price of equipment 
and machinery. 


RESULTS FOR THE YEAR 


The business of banking, as I have said 
before, operates upon a natrow margin of 
profit and it has to accept the hazards and 
vicissitudes. inseparable frem all forms of 
trade. ‘The level of our expenses has con- 
tinued to rise, but with. the additional 
resources at our. disposal. profits. have been 
maintained, 

After allowing for taxation and making 
provision for contingencies the net profits 
ate £302.748. “Add the balance from ‘last 
year £168,759, making’ together £471,507. 
Out of this there has been transferred to 
reserve fund £100,000, and to trustees for 
officers’ pension fund £30,000 and after pay- 
ment of a dividend of 12 per cent. for the 
year (less tax) taking £158,400, a total of 
£288,400, there is left to be carried forward 
£183,107. I think you will agree that the 
figures may be regarded as_ satisfactory. 


RESERVE FUND 


The board have thought it desirable to 
transfer to the published reserve fund from 
a contingency fund no longer required the 
sum of £300,000 which, with the afore- 
mentioned allocation of £100,000 from last 
vear’s profits, raises the. reserve fund to 
£3,000,000. 


Bank’s Premises and Heritable Properties. 
—So far as it is possible under present 
circumstances the bank’s properties have 
been maintained in good condition and suit- 
able provision has been made against the 
cost of extensions, renovations and improve- 
ments. The figure at which the properties 
stand in our books is well below their real 
value. 

DOMESTIC ° 


In reviewing the year from the more 
intimate domestic angle I would refer to 
the visit last autumn of Mr. Crawford, our 
treasurer, to South’ Africa as ene of the 
delegates from the Edinburgh Chamber of 
Commerce and Manufactures to the 16th 
Congress of Chambers of Commerce of the 
British Empire. During an extensive tour 
of the Union he took the opportunity of 
making and renewing business contacts with 
our banking friends and correspondents 
there 


Staff—Once again I have pleasure on 
behalf of the court of directors in express- 
ing appreciation of the efficient service 
rendered by the executive, managers and 
staff throughout the year. The cordial 
relationship which continues to exist 
between the management and the staff 
association is a matter of satisfaction to us. 


THE DIVIDEND 


I now have pleasure in moving “That 
the report and balance sheet as submitted 
be adopted, and that a final dividend at the 
rate of six per cent. less income tax, be now 
declared, payable on 16th current, making, 
with the interim dividend paid in October 
last, twelve per cent. for the year, less 
income tax.” 


The motion was agreed to. 


The Lord Elphinstone, K.T., and Mr. 
James Gourlay, B.Sc., were unanimously re- 
elected Governor and Deputy-Governor 
respectively for the current year. 


Mr William Watson, chartered accountant, 
and Lord Dunglass were re-elected ordinary 
directors. Mr R. Arthur Morrison, C.A., 
and Mr Graham Aitchison Usher, C.A., 
were appointed to conduct the audit of the 
bank’s books for the current year, and a 
vote of thanks to the chairman terminated 
the meeting. 
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REFUGE ASSURANCE COMPANY LIMITED 


INCREASED BONUSES 


LOWER EXPENSE RATIOS 


TOTAL SUMS ASSURED £272,456,480 


Mr J. Wilcox Holgate, the chairman, pre- 
siding at the eighty-fifth annual ordinary 
general meeting of the Refuge Assurance 
Company Limited, held at the chief office, 
Oxford Street, Manchester, in the course of 
his speech, after referring to the recent death 
of Mr J. T. Boothman, a director of the 
company, and the retirement, after 48 years’ 
service, of Mr Laurence Ashmore, M.Com. 
from the position of joint general manager, 
and the appoinument in his place of Mr 
Edward G. Almond, said :— 


I am happy to put before you so satisfac- 
tory a report of the operations of your com- 
pany during 1948. Looking back over those 
similar reports of past years it would almost 
seem that one of such a quality might again 
be expected as a matter of course ; but I can 
assure you that a life assurance company dces 
not progress automatically from strength to 
strength. Far from it: that progress is the 
product of a variety of forces, not the least 
of them being a high degree of rechnical and 
administrative skill, sustained efforts by our 
staffs, and a flexibility of management to meet 
the needs of our policyholders—whom we 
must satisfy: for life assurance is not yet a 
monopoly and if we do not satisfy our clients 
they will always go elsewhere. 

This is our 85th report. Eighty-five years 
is a long time, and much has happened since 
the company’s early days as the Refuge 
Friend Indeed Life Assurance and Sick Fund 
Friendly Society. Who in those days could 
have imagined such progress as is shown in 
the following figures: 


No. of Suis 
Year Policies Assured 

t 
URE SNS watdave 1,240,988 11,692,258 
mee ties. 8,301,205 76,566,571 
1948 ............. 9,433,504 ° 272,456,480 


These figures are worth studying for the 
evidence they afford of satisfaction to very 
many people over a very long period, I 
think we may be assured that the company 
has filled a real need and is continuing to fill 
it well, 


LOWER EXPENSES 


We are told today that industry must work 
on the basis of greater efficiency and lower 
costs. This company has operated on such 
a principle for many years, and our expense 
ratios in both branches have greatly de- 
creased. Indeed, in the industrial branch 
even in these days of high costs our present 
ratio is practically equivalent to the lowest 
ever recorded. This gratifying result has not 
been lightly secured, and only the most in- 
tense application to detail could have ensured 
it. One point I must emphasise—it has not 
been secured at the expense of our field staff, 
whose average remuneration has increased 
very materially during recent years. 


SERVICE TO POLICYHOLDERS 


We pride ourselves on the service we ren- 
der to policyholders. This is very often un- 
derstood as referring to the collection of pre- 
miums, the payment of claims or surrender 
values, the dealing with loans and so on. This 
limited view does not do us full credit: for 
perhaps the greatest service we render to a 
policyholder is the original introduction to 
him of the idea of life assurance, or his per- 
suasion subsequently to increase a life assur- 
ance cover which is ail too often quite inade- 
quate. The fact is, of course, that life assur- 


ance is concerned with two unpleasant things 
—old age and death: and the average man 
does not, of his own accord, face up to them, 
That is why life assurance is sold rather 
than bought: and that is why, without 
agents, the flow of new business would 
diminish to a trickle. 


‘In the industrial branch, of course, our 
further most valuable—and essential—service 
is the collection in the homes of the weekly 
and monthly premiums. These may be a3 
low as Id., and very frequently represent a 
mere matter of pence ; and it is quite useless 
to expect the busy housewife to spend valu- 
able time in taking these small sums to our 
local office. Equally, of course, she will not 
buy stamps to the value of the premiums 
and pay the cost of postage ; but what she 
will do is to have the money ready for the 
agent when he makes his regular call. It is 
in this frequent collection that our industrial 
branch differs from our ordinary branch ; 
and it is the explanation also of the higher 
expense ratio of the industrial branch. It 
still seems to me that the additional cost is 
remarkably low for so much extra work. 


LIFE ASSURANCE AND SAVING 


Another service we render is extremely 
important at this time and that is in the 
field of National Saving. Every penny we 
collect represents a saving, often against the 
keen competition of such items of expendi- 
ture as beer, tobacco and pools, and I feel we 
are playing a most valuable part in the coun- 
try’s struggle against inflation in attracting 
towards saving what would otherwise go in 
casual expenditure. Our new business figures 
are less than the record ones of 1947, for the 
temporary boom in life assurance, which has 
prevailed since the war, began to wane during 
last. year. A pointer to this could, of course, 
be seen in the great diminution in 1947 in 
net National Savings ; and it is due entirely 
to the personal service we provide that the 
recession in our new business figures was 
so long delayed and has so far been confined 
within such narrow limits. 


SUMS ASSURED TO POLICYHOLDERS 


During the year our total premium income 
increased by £573,135 and is now 
£14,691,954. Over the same period our total 
assets increased by £5,135,080, and now 
stand at £107,654,483; and I might here 
emphasise that these monies are not, as is 
sometimes imagined, free funds in the hands 
of the company, but represent, almost entirely, 
reserves built up to meet, together with 
future premiums and interest, the claims 
under our policies which are certain to 
emerge at varying dates in the future. The 
necessity for these reserves is implicit in the 
transaction of life assurance business, and is, 
I think, manifest to all in the fact that the 
total sums assured for which this company 
is Jiable under its policies exceed 
£270,000,000. 


PROFITS TO POLICYHOLDERS 


In the ordinary branch, as you know, 
policyholders have a right to a share in the 
profits by way of reversionary bonus. In 
the industrial branch there is no such right ; 
but nevertheless, policyholders have partici- 
pated in the success of the company in an 
immense degree as is clearly shown in the 
following diagram. This diagram em- 
phasises another feature of our annual 
returns, and that is the modesty of the 
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demands made by our shareholders Upon the 


surplus. 
INDUSTRIAL BRANCH 
~« TOTAL Survius Divio 
Pou. os 






Sey Policy holders 
| | Shareholders 


FUTURE PROSPECTS 


As regards the immediate future, I have 
already mentioned a possible decrease in 
the amount of our new business; it js 
possible, too, that as a result of the increased 
costs prevailing today our expense ratios 
may be adversely affected. We have not yet 
felt the ultimate effect of the fall in interest 
rates over recent years ; and we shall have 
further loss of revenue to face in connection 
with the enforced conversion of certain of 
our securities to Government stock. As from 
July of this year the provisions of the Indus- 
trial Assurance and Friendly Societies Aci 
will come into force ; but I do not anticipate 
that the effect upon our new business will 
be significant. 

There is a great deal of talk today relating 
to nationalisation of further industries, 
amongst which our own has been mentioned. 
My own feeling is that it is not a proper 
subject for nationalisation—one cannot 
nationalise thrift, which is entirely indivi- 
dualistic. The plain fact is that however 
desirable life assurance may be, it is not a 
necessity in the sense that warmth, light and 
transport are necessities. A man can exist 
perfectly well without it—and if he does not 
like the organisation selling the commodity 
or feels that the price is too high, he will 
just leave it alone. Nothing in our experience 
during recent years leads me to suppose that 
the costs of the business would be reduced by 
nationalisation. It cannot be run_ without 
collectors, who would have to be paid 
whether by the offices or by a monopoly. 
New business would have to be secured— 
and again by agents—if the business were 
not to die as the Post Office scheme died. 
I cannot believe that a monopoly could pay 
the attention to detail or would make the 
progress—or could have the incentive t 
make the progress—that distinguishes the 
offices now competing one with another. 


The business is, of course, and has been 
for many years under Government suptr- 
vision in the person of the Industrial Assur- 
ance Commissioner and by way of specs 
legislation. The slogan of life assurance 
companies has always been “ Freedom with 
Publicity,” and I suggest that the presed! 
supervision of our industry by a | 
Government official and the regulation of 
the offices by certain rules and requirements 
represents a form of “ Freedom with Pub 
city” which has worked extremely well 
the past and will continue to work eq 
well in the future to the joint advantage 
of policyholders and the national economy. 


VALUATION 


In the ordinary branch the life assurances 
valued were as follows: — 


ici ed. Premiums. 
Policies. Amounts assur £ $984,037 


547520 £114,589,451 
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The. number of new policies effected was 
37.080, assuring the total sum of 413,583,699, 
gs against comparable figures of 48,904 and 
fis 917,943 in the previous year. The 

‘mium income increased by £270,260 to 
"6,367,145 and the net interest amounted to 
71,628,712. The expense ratio was 13.38, 
gs against 14.29 in 1947, and the life assur- 
ance fund now amounts to £49,571,032, in 
addition to which there are investments 
reserves Of £2,550,000. 


The basis of valuauon has been strength- 
ened, and as regards the life assurances was 
more stringent than a net premium valua- 
tion by the A24/29 ultimate table of mor- 
tality, with interest at 2 per cent. The 
annuities were valued with interest at 3 per 
cent, and the resulting surplus was 
{1,448,240, which included £179,761 brought 
forward from the previous year. 

In the industrial branch the policies valued 
were as follows :— 


Policies. Amounts assured. Premiums. 
8,885,984 £157,867,029 £8,646,983 


The premium income was £8,324,809, 
showing an increase over that of the previous 
year of £302,875. The life assurance fund 
now amounts to £50,105.808, having in- 
creased by over £2,750,000 during the year, 
in addition to which there are investments 
reserves which now amount to £3,650,000. 
The expense ratio was 26.83 as against 
28.43 in respect of 1947. 

The valuation basis has been strengthened 
and was more stringent than a net premium 
valuation by the English Life Table, No. 10, 
Males, with interest at 24 per cent. The 
resulting surplus was £1,598,848, which in- 
cluded £97,969 brought forward from the 
previous year ce 


DISTRIBUTION OF SURPLUS 


Ordinary Industrial 
Branch Branch 
To Policyholders £988 006 £994,000 
To Investments Reserves £150,000 £350,000 
To Profit and Loss 
Account £ 80,000 £125,000 
Carried Forward £230,234 £129,848 


The directors recommend that £165,000 
ae 7 distributed to shareholders as dividend 
or 1948. 


ALLOCATION OF PROFIT TO 
POLICYHOLDERS 


Bearing in mind the prevailing circum- 
stances, and after careful consideration of 
possible future trends so far as they relate to 
the company’s surplus-earning power, your 
board have felt justified in declaring for the 
year 1948 an increased rate of bonus on with 
profit policies in the ordinary branch. This 
bonus is at the rate of £1 4s. per cent, on the 
sum assured and until further n tice an in- 
terim bonus at the same rate will be allowed 
On policies becoming claims by death or sur- 
vivance. The corresponding rate for the 
Previous year was £1 per cent, 


._ In the industrial branch, the policies are, 
in form, non-profit, but an amount of profit, 
as I have already stated, has been allocated 
to policyholders, and out of this sum it is 
Proposed to grant the following additional 
Nelits to existing premium-paying policies 
(with certain exceptions) dated prior to the 
Ist January, 1944, and certain paid-up 
Policies. The amounts payable under such 
Policies in respect of death or survival of 
endowment terms, which occur within the 
twelve months commencing 20th March, 
, Will be increased by amounts varying 

23 per cent. to 8} per cent. of the sum 

‘ Certain additional paid-up policies 
will also be granted on whole life assurances. 


INVESTMENTS 


You will notice in the balance sheets that 
@ new item of B-itish Government Guaran- 
Securities has appeared in the invest- 





ments section, The total investments .inder 
this heading aggregate more than £12,000,000 
and comprise securities issued by the Gov- 
ernment in substitution for the various stocks 
of nationalised industries. It is this change 
in presentation of the assets which is res- 
ponsible for the apparently large decrease in 
debentures and preference stocks. You will 
also observe a considerable increase in the 
amount of mortgages the result of our activi- 
ties im connection with our house purchase 


ene, to which I will refer in more detail 
ater. 


Although our financial position continues 
to be very strong and the aggregate value of 
our Stock Exchange securities considerably 
exceeds the value at which they appear in 
the balance sheets, apart altogether from our 
investMenis reserves, we have considered it 
Wise again to make substantial additions to 
these reserves. The amount of these addi- 
tions on the present occasion totals £500,000, 
some £200,000 of which, however, is pro- 
vided by transfers from investments depre- 
ciaulon reserve accounts. With the above 
additions the investments reserves now 
amount to £6,200,000. 


Even after the reduction which was made 
during the year, our investments in British 
Government securities still aggregate more 
than £48,000,000, and represent nearly 54 
per cent. of our Stock Exchange investments, 
whilst if securities guaranteed by the British 
Government are also included, the total 
amounts to over £60,000,000, being over 
two-thirds of our Stock Exchange securities 


and 56 per cent. of our total assets of over 
£107,000.000. 


_ The effective rates of interest, after deduc- 
tion of tax, on the respective life assurance 
funds, were £3 8s. 2d. per cent. in the 
ordinary branch and £4 Os. 9d. per cent. in 
the industrial branch. These yields, however, 
require some explanation. In both cases they 
have been improved as a result of income tax 
adjustments consequent on internal transfers, 
but the ordinary branch yield has not on 
this occasion been favourably affected to the 
same extent as in 1947 by the income tax 
allowance on the expenses, this being a 
direct consequence of the reduction in 
these expenses. In the industrial branch 


a considerable non-recurring sum in respect . 


of arrears of interest was also received. 
If the effect both of these arrears of interest 
and of internal transfers be neglected, the 
industria! branch yield would have been 
£3 14s. 5d. per cent. There is also in the 
industrial branch an item of some £113,000 
income tax recovered, arising from overpay- 
ments of income tax made many years ago 
which it has only now been possible to 
reclaim. 


HOUSE PURCHASE 


I have pointed out on a previous occasion 
how well adapted to the needs of the public 
is the service previded by the company in 
assisting in the purchase of houses, During 
the year, this service was increasingly used, 
not only by those desiring to buy property 
immediately, but also by many persons who, 
looking ahead to the time when they also 
would require or find a suitable house, 
effected deferred house purchase policies. 


The actual advances made during the year 
aggregated nearly £2} million. This amount 
is over twice that advanced in 1947, and 
leads directly to the large increase shown 
under the heading “Mortgages” in the 
balance sheet. It is with pleasure that I 
report the above progress, reflecting as it 
does the part played by the company in assist- 
ing in the fulfilment of the ambition of thou- 
sands of provident people to own their own 
homes. 


NATIONAL HEALTH INSURANCE 


In July, 1948, the National Insurance Act 
came into operation, and this company's con- 
nection with National Health Insurance 
ceased. Financially, this did not, of course. 
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affect. us adversely, since the. profits.of the 
former Approved Societies were always dis- 
tributed by way of additional benefits to the 
members. It did, however, affect the earn- 
ings of our field staff, and I regret that despite 
the strongest representations by their repre- 
sentatives they were unsuccessful in securing 
compensation for this enforced loss of income. 
As regards our former National Health 
members, I may be old fashioned, but I can- 
not feel that the administration of National 
Health benefits by a huge impersonal 
Government department working strictly to 
rule, largely by post, is to be preferred to the 
service formerly rendered in person by mem- 
bers of our staff, who provided in the homes 
of the people that friendly and immediate 
attention which means so much in times of 
domestic distress. 


TRIBUTE TO STAFF 


Let me, in closing, refer to that most im- 
portant part of our organisation—the staff, 
both at Chief Office and in the field. I have 
been engaged in this industry for over 50 
years, and it has been my experience that its 
transaction tends always to become more 
complex: yet despite every development and 
each new piece of legislation, of which the 
Industrial Assurance and Friendly Societies 
Act of 1948 is the latest, our staff cope most 
successfully with their share of the problems, 
and we owe them our sincere thanks for 
their efforts during the year. We are, of 
course, in constant touch with our twin staff 
organisations, the Staff Council at Chief 
Office and the Refuge Field Staff Association, 
and I am glad to think that despite our quite 
frequent differences of opinion—which are 
always most freely expressed—we realise al- 
ways in our discussions that we are parts of 
a whole, and that it is the appreciation of 
our mutual dependence which enables us to 
work so successfully together. 


The report and accounts were adopted. 


ERICSSON TELEPHONES, 
LIMITED 


RECORD OUTPUT 


The forty-sixth ordinary general meeting 
of Ericsson Telephones, Limited, was held, 
on the Ist instant, in London. 

Sir Harold A. Wernher, G.C.V.O. (the 
chairman), said that last year he had said 
that the outlook was bright, and from a 
perusal of the accounts for 1948 he thought 
they would agree that that optimism had 
been fully justified. Since the termination 
of the war they had steadily expanded their 
output each year, culminating in a record last 
year. The increase, which was of the order 
of 30 per cent., was particularly gratifying, 
because it was first due to the large expan- 
sion in their export trade, and secondly to 
improved manufacturing methods developed 
in their works during the year. Considerably 
over half of their total production was 
shipped abroad. 

Demand from overseas continued satisfac- 
torily, although there was evidence of keener 
competition. World-wide import restrictions 
also hindered international trade, but fortu- 
nately the company enjoyed a wide reputation 
as producers of high-grade apparatus. F 

For some time past the country’s economic 
difficulties had caused emphasis to be put 
upon export business, consequently the home 
trade had had to take second place. That 
meant, however, that in due course a large 
amount of equipment would be required in 
this country to overtake the arrears. 

Their main business was the manufacture 
of telecommunication equipment, but they 
were also interested in a number of other 
products. i 

The report was adopted and a final divi- 
dend of 12 per cent. and a bonus of 3 per 
cent., both free of income tax, on the ordinary 
stock, making 20 per cent. for the year (the 
same as last yeat), were approved 
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EQUITY AND LAW LIFE ASSURANCE 
SOCIETY 


SATISFACTORY NEW BUSINESS 


SIR GEOFFREY ELLIS’S SPEECH 


The Annual General Meeting cf Equity 
and Law Life Assurance Society was held, 
on the 6th instant, at the Chartered 
Auctioneers and Estate Agents Institute, 
29 Lincoln’s Inn Fields, London, Sir 
Geoffrey Ellis, Bt. (the chairman), presiding. 


The Chairman said: Gentlemen,—I rise 
to move: “That the report and accounts 
for the year ending December 31, 1948, be 
received and adopted and entered on the 
minutes.” These have been in your hands 
for some days, and I assume may be taken 
as read. 

My first duty today is to refer to the retire- 
ment on December 31st last of our friend 
and colleague, Mr Allan E. Messer, who 
had been on the Board of the Society for 
just over 35 years. We shall greatly miss Mr 
Messer’s presence and wise counsel, and it 
was with real regret that the Board learned 
of his decision to resign owing to the fatigue 
which the journey to London was causing 
him ; we, his colleagues, would like to place 
on record the great debt which the Society 
owes him, and to wish him well for the 
future. We are delighted to see him with 
us today. 


We welcome here today Mr Leslie E. 
Peppiatt, of the firm of Freshfields, who 
joined the Board of the Society on May 19, 
1948, to take the place vacated by Sir 
Arthur fforde. I would like also to welcome 
Mr Godfrey Phillips, of the firm of Linklaters 
and Paines, whom I recently approached in- 
formally on behaif of the Board with an 
invitation to join us in place of Mr Messer. 
I am glad to tell you that Mr Phillips has 
intimated his willingness to join the Society 
as a director, and your Board propose to 
appoint him formally at their meeting later 
today. 


WITH-PROFIT POLICYHOLDERS 


Before I turn to the report and accounts 
before you I would like to greet such With- 
Profit policyholders as have found it possible 
to be present today. On February 9th this 
year your Board passed the following resolu- 
tion : — 


“Tt was resolved that until further notice 
copies of the report and accounts should be 
sent to the With-Profit policyholders, of the 
Society, together with an invitation to attend 
the Annual General Meeting.” 


We feel that as 90 per cent. of the dis- 
tributable surplus of the Society belongs to 
the With-Profit policyholders, it is only right 
and proper that they should be kept fully 
informed as to our affairs and should be 
able to attend Annual General Meetings and, 
should they wish, to ask questions thereat. 
Policyholders, unless they are also share- 
holders, are not, of course, entitled to vote. 
This decision o* your Board evolves directly 
from the view which I expressed to you in 
1942, namely, that your Board besides being 
the representatives of the shareholders also 
regard themselves as trustees for the policy- 
holders and annuitants. 


Our new business figures in respect of 
ordinary life assurance continue to show a 


satisfactory trend ; this is especially true of 
our new With-Profit business. In 1947 we 
had an unusually large amount of group life 
assurance and pensions business ; 1948 was 
also a good year, and the figures only appear 
small compared with the very large figures 
for the preceding year ; we are very well satis- 
fied with the way in which we are securing 
this class of business. 

At the Annual General Meeting held in 
1945 I told you of our intention to build 
up our new business-getting organisation: 
the fruits of the growth of that organisation 
are beginning to be apparent. We are butid- 
ing firmly and soundly and we believe that, 
both on account of the position of the 
Society—to which I shail refer in a few 
minutes—and from the quality of the 
organisation which we are now creating, we 
shall secure the new business which we 
expect both in kind and amount. 


FAVOURABLE MORTALITY EXPERIENCE 


Mortality experience has again been un- 
usually favourable to the Society, and again 
it appears to us that we should regard the 
contribution to surplus from this source as 
a “ windfall.” Interest, as you will see from 
the report in your hands, showed a gross 
yield of £4 16s. per cent., and I shall wish 
to refer to this pomt again a little later. As 
regards expenses of management, I have no 
comment to make. The internal valuation 
which we made for our own guidance as at 
December 3}st last showed that the com- 
bined operation of these three factors— 
mortality, interest and expense—produced a 
highly satisfactory surplus for the year 1948. 
You may judge your directors’ views of the 
surplus earning power of the Society from 
the fact that we have thought it proper, with 
the results of the years 1947 and 1948 before 
us, to transfer the sum of £185,000 to the 
staff pension fund. 


Even after this transfer the surplus earned 
for the two years was amply sufficient to 
maintain our current rate of bonus. Perhaps 
I should say a word of explanation regarding 
this item. During the war it was neither 
possible, with the depleted actuarial man- 
power available, nor suitable from the nature 
of things as they then were, to make a com- 
plete valuation of our own staff pension fund. 
We have now made a full valuation and the 
above sum has been transferred. In future 
we expect that a contribution from us of 
15 per cent. of salaries will be all that is 
required to meet the requirements of the 
fund on its present basis. 


INTEREST EARNED 


Now may I revert for a moment or two 
to the gross rate ot interest earned by the 
Society on its funds. The rate for 1947, as 
shown in the report presented’ to you a year 
ago, was £4 10s. 10d. per cent.: the figure 
for 1948—to which I have already referred— 
was £4 16s per cent. A full examination 
of the interest earning power of our assets 
as at December 3ist last indicates a figure 
of rather less than 4} per cent. for the current 
year. These three figures, and indeed the 
trend of our interest earning power as shown 
by a careful examination of our accounts over 
recent years, are a clear indication of 
strength. On the assets side of the balance 
sheet the margin between balance sheet 
values and market values. increased during 
the year by an amount which, in view of 
the general trend of market values, we regard 
as very satisfactory. 
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I come now to the Companies 
and its effect on the form in ee 
Society's accounts are presented to 
First, as regards subsidiary companies: 
life assurance society such as ours may indeed i 
have subsidiary companies, but in our Case 
they are fundamentally investments of the 
funds in exactly the same manner as the 
holding of, shall we say, 24 per cent. Con- 
sols or stock in the Imperial ‘Tobacco Com- 
pany. This simple illustration will serve to 
indicate why we are exempted from the pub- 
lication of group accounts. 


SUBSIDIARY COMPANIES 


There is, however, one item of information 
contained in the accounts of these subsidiaries 
to which I think I should draw your atten- 
tion. Bank Insurance Trust Corporation 
Limited—being a company concerned in the 
management of unit trusts—is a subsidiary 
of Equity and Law Investment Trust 
Limited, which owns just under 66 per cent. 
of the shares of the Corporation ; they are 
valued in the balance sheet of the Investment 
Trust at £197,229. 


There is one other matter concerning our 
subsidiary companies. We have recently 
made an offer to the shareholders of the 
Freehold Building and Land Development 
Company, Limited, to purchase all the shares 
in this company held outside the Society, 
between 70 and 80 per cent. of both the 
preference and ordinary capital being already 
held by the Society. This offer has been 
made for the purpose of unifying the control 
of this group of investments, 


On presenting a company’s first accounts 
« under the Companies Act, 1948, there is 0 
obligation to show comparative figures; in- 
deed the complexity of the positon would 
render this almost impossible in the case of 
some insurance companies. We have, how- 
ever, shown “adjusted” figures, which we 
hope will be of use to you. You will see 
that the fall shown in the balance sheet total 
is due to the diminution of the item 
“Securities purchased for subsequent settle- 
ment” which stood at the unusually high 
figure of £3} million at the end of 1947. 
One final comment on the balance sheet ; the 
apparent distribution of the assets is neces- 
sarily distorted by the progress of various 
schemes of nationalisation; for instance, 
British Gas stocks, which have become in 
effect a short-term journey to a Government 
security, are still included under the heading 
“Ordinary Stocks and Shares.” 


NATIONALISATION RUMOURS 


My remarks today would hardly be realistic 
if I were to make no mention of the rumoufs 
which have been circulating during recent 
months concerning nationalisation of Life 
Assurance. British insurance has a W 
wide reputation for integrity and efficiency. 
Life assurance in this country has given over 
a century of service to the individual and to 
the community; a century of contracts 
offered to the public at rates kept low by 
competition, 


Who would benefit from nationalisation? 
The With-Profit policyholders—would theit 
bonus prospects be any brighter? | Th 
Without-Profit policyholders and annuitan 
—would their contracts be any more secure? 
The community as a whole—and do not Ket 
us forget the many policyholders 
annuitants beyond our shores—would 
be offered any wider variety of contracts 4 
any better rates, and would they receive aly 
beiter service? Would indusuy at 
benefit from a greater degree of state o 
over the investment of our funds than alrea 
exists through the machinery of the Capital 
Issues Committee ? Finally, would larget 


personal savings flow to the benefit 
economy of the country ? 

It is indeed difficult—and I am dom 
prepared to sav impossible—to pomt @ 
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‘cole benefit that would derive from the 
pauonalisauion of our industry, 


A GOOD YEAR 


Now, to end ; we have had a good year ; 
the surplus earned both for 1947 and for 
1948 has been excellent; 1949 completes 
a triennium and is therefore a “ bonus year.” 
We have good margins between the figures 
at which our assets stand in the balance sheet 
and their market values. We have good 

s, and to repeat a phrase that I used 
year, we believe that “The Socicty’s 
With Profit policies provide outstanding 
yalue in life assurance contracts.” Our new 
business Organisation is expanding and our 
new business-getting power is moving in the 
direction in which we hoped it would go. 
The strength of the Society is growing 
steadily and—tempered only by world un- 
certainties and the difficulnts of our 
national economy—we approach the valuation 
at the end of this year with confidence. 


The past year has been an exacting one 
for our stafi—sull too limited by conditions 
mainly outside cur control, We thank them 
heartily for the way in which they have 
tackled their difficulties, new and old, of a 
busy time. 

Particularly does your Board wish again to 
record its appreciation of the work of Mr 
Kirton, our General Manager and Actuary, 
and Mr Whyte, cur Investment Adviser. Mr 
Kirton has fully earned an enviable reputa- 
tion in the world of Insurance and Actuaries 
by the help he has given in solving the many 
new problems our industry has had to face. 


Mr Whyte has had to work in an invest- 
ment year of alarms and excursions—intensi- 
fied by all the difficult factors of gold, dollars, 
exchange and intruding politics, both at 
home and from overseas—he has carried on 
with exemplary patience and insight. 


The report and accounts were unanimously 
ted, 


CRYSTALATE LIMITED 
SIR HERBERT MORGAN’S SPEECH 


The adjourned annual general meeting of 
Crystalate Limited was held, on the 4th 
instant, in JLondon. 

Sir Herbert E. Morgan, K.B.E. (the chair- 
man), dealing with the position of the Group, 
said that the Board considered the consoli- 
dated profits were highly satisfactory. They 
were very much in cxcess of last year, being 
£74,855, compared with £46,363. The final 
result was that net profits, after taxation, were 
higher by some £12,000 at £31,400. The 
consolidated balance sheet showed a very 
Strong and healthy position. 

The directors had thought it prudent in 
their report to make reference to the position 
of the trading of the company during the 
current financial year. They were engaged 
Pluncipally as moulders in supplying vita! and 
important parts necessary in the preduction of 
witeless sets and the whole field of electrical 
appliances and kindred trades. There was no 
foubt that business had been curtailed in the 
industries just mentioned, and they were 
advised by their customers that that was due 
Principally to the uncertainty caused by the 
Operation of the purchase tax 

They had now just completed the first six 
months of the current year, and the Board 
must advise the shareholders that the profits 
or the present ycar would be less than those 
of 1 However, the Board viewed the 
future of the company with confidence. The 
group was financially strong, the reputation of 

alate and associated companies was high, 
while maintaining their present customers 
% — constantly adding to them. ra 
again a great pleasure to report that 
the Board had been supported in full measure 
ay (he company’s executives and workers of 
es. 

The report was adopted and the proposed 

new articles of oe oa 
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ASSURANCE 


SOCIETY 


RECORD NEW BUSINESS 


ASSETS EXCEED £25,000,069 


THE NEW ADVANCE ANNUITY POLICY 


The one hundred and eighth annual 
general meeting of the members of the 
Wesleyan and General Assurance Society was 
held on the Sth instant, Mr Arthur L. unt, 
F.S.S., F.C.1.1., the Society's Chairman and 
Managing Director, in the chair. 

The Chairman, in moving the adoption of 
the reports, said: — 


During the year 1948 the Society broke 
several of its previous records and further 
improved the financial security for its policy- 
holders. I am indeed very proud when I 
consider the Society’s achievements in 1948 
and compare its humble beginning over one 
hundred years ago. The Society is a truly 
democratic institution formed by all classes 
of people co-operating for the provision of 
insurance protection and operating with the 
guidance of the Society’s own Act of Parlia- 
ment. It receives no special favours, but 
grows steadily from year to year in a com- 
petitive market by providing for its members 
and potential members the best service for all 
insurance requirements and for house pur- 
chase. 

In the Ordinary Department the total of 
new sums assured under policies issued in the 
year 1948 was £3,537,509 ; this is an all-time 
record and six per cent. improvement on the 
figure for the previous year. The total 
premium income of the society was 
£3,304,683, an increase of £206,986. It is of 
interest to record that since 1939 the premium 
income has increased by nearly one million 
pounds. 


The rate of interest earned on the whole 
of the funds was £3 16s. 2d. per cent. The 
net rate of interest earned of £3 lls. lid. per 
cent. should be mentally compared with the 
rate of interest assumed in the actuarial 
valuation of liabilities, which is 2} per cent. 
in the two major departments. 


ASSETS 


The assets appear in the balance sheet at 
£25,256,280, being £1,281,896 greater than 
a year ago, and they would appear at an even 
higher figure if the Stock Exchange invest- 
ments were written up to their market value. 

The Society’s holdings of British Govern- 
ment Securities have increased over four 
times in the last ten years, They now total 
£11,917,036, and represent 68 per cent. of 
the total holdings of stock exchange securi- 
ties. Mortgages on property within the 
United Kingdom now total £4,386,272, show- 
ing an increase of £574,864, compared with 
a year ago. 


In the Ordinary Department the surplus is 
£279,908. To this must be added £16,500 
transferred as profit from the industrial de- 
partment, making a total of £296,408 avail- 
able. 


The directors have decided that £139,364 
of this sum shall be applied to provide a 
reversionary bonus at the rate of £1 per £100 
sum assured to ordinary department with 
profit policyholders. This is the same rate 
of bonus as has been declared for the whole 
of the war period back to 1939. It might 
appear that the directors could have declared 
a higher rate of bonus, and this is indeed 
true. But they thought it advisable to 
strengthen the position of the Society by 
transferring £50,000 to investments reserve 
and £25,000 to general reserve and to review 
the matter in the light of the current econo- 
mic and international situation at the end of 
1949. 


I may mention that the ordinary depart- 
ment investments reserve now stands at 
£400,000 and the general reserve at £300,000, 
while there is an industrial department invest- 
ments reserve of £600,000. The total of 
these reserves, namely, £1,300,000, is over 
5 per cent, of the assets ; this figure, althou 
substantial, is not too large, as will be readily 
appreciated when one considers to what 
extent the market value of even British 
Government securities fluctuates from time 
to time. 


In the industrial department the surplus is 
£291,675. 


I am proud to be able to state that over 
£940,000 has been applied since 1927 in 
providing special benefits to industrial de- 
partment policyholders ; these benefits were 
additional to the contractual benefits under 


their policies. 
HOUSE PURCHASE 


The Society keeps up-to-date in all depart- 
ments and sometimes claims to be right in 
the forefront with something new and attrac- 
tive. It gives me pleasure to tell you that 
the Society has recently introduced a new 
“ Maximum” House Purchase Plan under 
which there are most interesting and valu- 
able special benefits for persons requiring 
loans on modern houses for their own occupa- 
tion, namely, money for repairs, decorations, 
etc., every five years and an annual payment 
to the widow for a period of years in the 
event of her husband’s death. This plan is 
unique and can only be obtained through the 
Society. 


THE ADVANCE ANNUITY POLICY 


Nearly five years ago the Society issued a 
policy designed to overcome the hardship 
suffered by the purchasers of life annuities. 
The new policy separated capital from 
income and enabled the policyowner to secure 
the capital portion of his benefit by means 
of tax-free loens or advances ; the policy has 
been called the Advance Annuity Policy. 


It will be recalled that the Inland Revenue 
questioned the legal effect of the policy and 
the matter was taken through the Special 
Commissioners, the High Court, the urt 
of Appeal, right up to the House of Lords, 
which following the example of the Court of 
Appeal, gave unanimous judgment in favour 
of the Society. 


Discussions have taken place with the In- 
land Revenue, but I regret to say that they 
have not seen fit to accept our policy with 
good grace, and we were faced towards the 
end of 1948 with the disagreeable alternatives 
of giving up the policy and the principle for 
which we had fought so hard or of issuing 
the policy notwithstanding their disapproval. 
It was not without qualms that we decided 
that risks must be run and the public interest 
must not be abandoned. Towards the end 
of November, 1948, we issued our prospectus 
and by the close of the year six policies had 
been effected for total premiums of £12,350 
and securing annual payments of £175 and 
annual increases of sums assured on which 
advances could be granted of £795. 

I have pleasure in moving that the annual 
report and statement of accounts, together 
with the valuation report, be received, 
approved and adopted. 

The proposition was seconded by Mr A. H. 
Sayer (deputy chairman) and duly carried. 
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EQUITY AND LAW LIFE ASSURANCE 
SOCIETY 


SATISFACTORY NEW BUSINESS 


SIR GEOFFREY ELLIS’S SPEECH 


The Annual General Meeting cf Equity 
and Law Life Assurance Society was held, 
on the 6th instant, at the Chartered 
Auctioneers and Estate Agents Institute, 
29 Lincoln’s Inn Fields, London, Sir 
Geoffrey Ellis, Br. (the chairman), presiding. 


The Chairman said: Gentlemen,—I rise 
to move: “That the report and accounts 
for the year ending December 31, 1948, be 
received and adopted and entered on the 
minutes.” These have been in your hands 
for some days, and I assume may be taken 
as read. 

My first duty today is to refer to the retire- 
ment on December 3l1st last of our friend 
and colleague, Mr Allan E. Messer, who 
had been on the Board of the Society for 
just over 35 years. We shall greatly miss Mr 
Messer’s presence and wise counsel, and it 
was with real regret that the Board learned 
of his decision to resign owing to the fatigue 
which the journey to London was causing 
him ; ae, his colleagues, would like to place 
on record the great debt which the Society 
owes him, and to wish him well for the 
future. We are delighted to see him with 


us today. 


We welcome here today Mr Leslie E. 
Peppiatt, of the firm of Freshfields, who 
joined the Board of the Society on May 19, 
1948, to take the place vacated by Sir 
Arthur fforde. I would like also to welcome 
Mr Godfrey Phillips, of the firm of Linklaters 
and Paines, whom I recently approached in- 
formally on behaif of the Board with an 
invitation to join us in place of Mr Messer. 
I am glad to tell you that Mr Phillips has 
intimated his willingness to join the Society 
as a director, and your Board prepose to 
appoint him formally at their meeting later 
today. 


WITH-PROFIT POLICYHOLDERS 


Before I turn to the report and accounts 
before you I would like to greet such With- 
Profit policyholders as have found it possible 
to be present today. On February 9th this 


- year your Board passed the following resolu- 


tion :— 


“Trt was resolved that until further notice 
copies of the report and accounts should be 
sent to the With-Profit policyholders, of the 
Society, together with an invitation to attend 
the Annual General Meeting.” 


We feel that as 90 per cent. of the dis- 
tributable surplus of the Society belongs to 
the With-Profit policyholders, it is only right 
and proper that they should be kept fully 
informed as to our affairs and should be 
able to attend Annual General Meetings and, 
should they wish, to ask questions thereat. 
Policyholders, unless they are also share- 
holders, are not, of course, entitled to vote. 
This decision o* your Board evolves directly 
from the view which I expressed to you in 
1942, namely, that your Board besides being 
the representatives of the shareholders also 
regard themselves as trustees for the policy- 
holders and annuitants. 


Our new business figures in respect of 
ordinary life assurance continue to show a 


satisfactory trend ; this is especially true of 
our new With-Profit business. In 1947 we 
had an unusually large amount of group life 
assurance and pensions business ; 1948 was 
also a good year, and the figures only appear 
small compared with the very large figures 
for the preceding year ; we are very well satis- 
fied with the way in which we are securing 
this class of business. 

At the Annual General Meeting held in 
1945 I told you of our intention to build 
up our new business-getting organisation: 
the fruits of the growth of that organisation 
are beginning to be apparent. We are build- 
ing firmly and soundly and we believe that, 
both on account of the position of the 
Society—to which I shail refer in a few 
minutes—and from the quality of the 
organisation which we are now creating, we 
shail secure the new business which we 
expect both in kind and amount. 


FAVOURABLE MORTALITY EXPERIENCE 


Mortality experience has again been un- 
usually favourable to the Society, and again 
it appears to us that we should regard the 
contribution to surplus from this source as 
a “ windfall.” Interest, as you will see from 
the report in your hands, showed a gross 
yield of £4 16s. per cent., and I shall wish 
to refer to this pomt again a little later. As 
regards expenses of management, I have no 
comment to make. The internal valuation 
which we made for our own guidance as at 
December 3st last showed that the com- 
bined operation of these three factors— 
mortality, interest and expense—produced a 
highly satisfactory surplus for the year 1948. 
You may judge your directors’ views of the 
surplus earning power of the Society from 
the fact that we have thought it proper, with 
the results of the years 1947 and 1948 before 
us, to transfer the sum of £185,000 to the 
staff pension fund, 


Even after this transfer the surplus earned 
for the two years was amply sufficient to 
maintain our current rate of bonus. Perhaps 
I should say a word of explanation regarding 
this item. During the war it was neither 
possible, with the depleted actuarial man- 
power available, nor suitable from the nature 
of things as they then were, to make a com- 
plete valuation of our own staff pension fund. 
We have now made a full valuation and the 
above sum has been transferred. In future 
we expect that a contribution from us of 
15 per cent. of salaries will be all that is 
required to meet the requirements of the 
fund on its present basis. 


INTEREST EARNED 


Now may I revert for a moment or two 
to the gross rate ot interest earned by the 
Society on its funds. The rate for 1947, as 
shown in the report presented'to you a year 
ago, was £4 10s. 10d. per cent.: the figure 
for 1948—to which I have already referred— 
was £4 16s per cent. A full examination 
of the imterest earning power of our assets 
as at December 3ist last indicates a figure 
of rather less than 4} per cent. for the current 
year. These three figures, and indeed the 
trend of our interest earning power as shown 
by a careful examination of our accounts over 
recent years, are a clear indication of 
strength. On the assets side of the balance 
sheet ithe margin between balance sheet 
values and market values increased during 
the year by an amount which, in view of 
the general trend of market values, we regard 
as very satisfactory. 
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I come now to the Companies 
and its effect on the form in tue 
Society's accounts are presented to you, 
First, as regards subsidiary companies: 4 
life assurance society such as ours may indeed 
have subsidiary companies, but in our Case 
they are fundamentally investments of the 
funds in exactly the same manner as the 
holding of, shall we say, 25 per cent. Con. 
sols or stock in the Imperial Tobacco Com. 
pany. This simple illustration will serye to 
indicate why we are exempted from the pub- 
lication of group accounts. 


SUBSIDIARY COMPANIES 


There is, however, one item of information 
contained in the accounts of these subsidiaries 
to which I think I should draw your atten- 
tion. Bank Insurance Trust Corporation 
Limited—being a company concerned in the 
management of unit trusts—is a subsidiary 
of Equity and Law Investment Trust 
Limited, which owns just under 66 per cent. 
of the shares of the Corporation ; they are 
valued in the balance sheet of the Investment 
Trust at £197,229. 


There is one other matter concerning our 
subsidiary companies. We have recenily 
made an offer to the shareholders of the 
Freehold Building and Land Development 
Company, Limited, to purchase all the shares 
in this company held outside the Society, 
between 70 and 80 per cent. of both the 
preference and ordinary capital being already 
held by the Society. This offer has been 
made for the purpose of unifying the contro} 
of this group of investments, 


On presenting a company’s first accounts 
« under the Companies Act, 1948, there is no 
obligation to show comparative figures; in- 
deed the complexity of the position would 
render this almost impossible in the case of 
some insurance companies. We have, how- 
ever, shown “adjusted” figures, which we 
hope will be of use to you. You will see 
that the fall shown in the balance sheet total 
is due to the diminution of the item 
“Securities purchased for subsequent settle- 
ment” which stood at the unusually high 
figure of £34 million at the end of 1947. 
One final comment on the balance sheet ; the 
apparent distribution of the assets is neces- 
sarily distorted by the progress of various 
schemes of nationalisation; for instance, 
British Gas stocks, which have become in 
effect a short-term journey to a Government 
security, are still included under the heading 
“Ordinary Stocks and Shares.” 


NATIONALISATION RUMOURS 


My remarks today would hardly be realistic 
if I were to make no mention of the rumours 
which have been circulating during recent 
months concerning nationalisation 
Assurance. British insurance has a W 
wide reputation for integrity and efficiency. 
Life assurance in this country has given over 
a century of service to the individual and to- 
the community; a century of contracts 
offered to the public at rates kept low by 
competition. 


Who would benefit from nationalisation? 
The With-Profit policyholders—would_ theit 
bonus prospects be any brighter? . Th 
Without-Profit policyholders and annuitant 
—would their contracts be any More secule 
The community as a whole—and do not ket 
us forget the many policyholders 
annuitants beyond our shores—wo 
be offered any wider variety of contracts 4 
any better rates, and would they receive aay 
better service ?. Would industry at 
benefit from a greater degree of state 
over the investment of our funds than altea y 
exists through the machinery of the Capita 
Issues Committee ? Finally, would larget 
personal savings flow to the benetit 
economy of the country ? 


It is indeed difficult—and I am om 
repared to sav impossible—to pomt 
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‘sole penefit that would derive from the 
"palisation of our industry, 


A GOOD YEAR 


Now, to end ; we have had a good year ; 
the surplus earned both for 1947 and for 
1948 has been excellent; 1949 completes 
gtennium and is therefore a “ bonus year.” 
We have good margins between the figures 
at which our assets stand in the balance sheet 
and their market values. We have good 

s, and to repeat a phrase that I used 
year, we believe that “The Socicty’s 
With Profit policies provide outstanding 
yalue in life assurance contracts.” Our new 
business Organisation is expanding and our 
new business-getting power is moving in the 
direction in which we hoped it would go. 
The strength of the Society is growing 
seadily and—tempered only by world un- 
certainties and the difficultits of our 
pational economy~—We approach the valuation 
st the end of this year with confidence. 


The past year has been an exacting one 
for our stafi—suli too limited by conditions 
mainly outside cur control, We thank them 
heartily for the way in which they have 
tackled their difficulties, new and old, of a 
busy time. 


Particularly does your Board wish again to 
record its appreciation of the work of Mr 
Kirton, our General Manager and Actuary, 
and Mr Whyte, cur Investment Adviser. Mr 
Kirton has fully earned an enviable reputa- 
tion in the world of Insurance and Actuaries 
by the help he has given in solving the many 
new problems our industry has had to face. 

Mr Whyte has had to work in an invest- 
ment year of alarms and excursions—intensi- 
fied by all the difficult factors of gold, dollars, 
exchange and intruding politics, both at 
home and from overseas—he has carried on 
with exemplary patience and insight. 


The report and accounts were unanimously 
ted. 


CRYSTALATE LIMITED 
SIR HERBERT MORGAN’S SPEECH 


The adjourned annual general meeting of 
Crystalate Limited was held, on the 4th 
imstant, in London. 

Sir Herbert E. Morgan, K.B.E. (the chair- 
man), dealing with the position of the Group, 
said that the Board considered the consoli- 
dated profits were highly, satisfactory. They 
were very much in cx-ess of last year, being 
£74,855, compared with £46,363. The final 
result was that net profits, after taxation, were 
higher by some £12,000- at £31.400. The 
consolidated balance sheet showed a very 
sttong and healthy position. 

The directors had thought it prudent in 

report to make reference to the position 
the trading of the company during the 
current financial year. They were engaged 
puincipally as moulders in supplying vita! and 
important parts necessary in the preduction of 
Witeless sets and the whole fie!d of electrical 
appliances and kindred trades. There was no 
doubt that business had been curtailed in the 
industries just mentioned, and they were 
advised by their customers that that was due 
Principally to the uncertainty caused by the 
Operation of the purchase tax 
ey had now just completed the first six 
months of the current year, and the Board 
Must advise the shareholders that the profits 
for the present ycar would be less than thos¢ 
1948. However, the Board viewed the 
future of the company with confidence. The 
group was financially strong, the reputation of 
alate and associated companies was high, 
while maintaining their present customers 

y were constantly adding tc them. 

It was again a great pleasure to report that 
the Board had been supported in full measure 
ay he company’s executives and workers of 

S. 


The report was adopted and the proposed 


New articles of association approved. 


681 


WESLEYAN AND GENERAL ASSURANCE 
SOCIETY 


RECORD NEW BUSINESS 


ASSETS EXCEED £25,000,000 


THE NEW ADVANCE ANNUITY POLICY 


The one hundred and eighth annual 
general meeting of the members of the 
Wesleyan and General Assurance Society was 
held on the 5th instant, Mr Arthur L. Hunt, 
F.S.S., F.CLI1, the Society’s Chairman and 
Managing Director, in the chair. 


The Chairman, in moving the adoption of 
the reports, said: — 


During the year 1948 the Society broke 
several of its previous records and further 
improved the financial security for its policy- 
holders. I am indeed very proud when I 
consider the Society’s achievements in 1948 
and compare its humble beginning over one 
hundred years ago. The Society is a truly 
democratic institution formed by all classes 
of people co-operating for the provision of 
insurance protection and operating with the 
guidance of the Society’s own Act of Parlia- 
ment. It receives no special favours, but 
grows steadily from year to year in a com- 
petitive market by providing for its members 
and potential members the best service for all 
insurance requirements and for house pur- 
chase. 

In the Ordinary Department the total of 
new sums assured under policies issued in the 
year 1948 was £3,537,509 ; this is an all-time 
record and six per cent. improvement on the 
figure for the previous year. The total 
premium income of the society was 
£,3,304,683, an increase of £206,986. It is of 
interest to record that since 1939 the premium 
income has increased by nearly one million 
pounds. 


The rate of interest earned on the whole 
of the funds was £3 16s. 2d. per cent. The 
net rate of interest earned of £3 lls. lid. per 
cent. should be mentally compared with the 
rate of interest assumed in the actuarial 
valuation of liabilities, which is 2} per cent. 
in the two major departments. 


ASSETS 


The assets appear in the balance sheet at 
£25,256,280, being £1,281,896 greater than 
a year ago, and they would appear at an even 
higher figure if the Stock Exchange invest- 
ments were written up to their market value. 

The Society’s holdings of British Govern- 
ment Securities have increased over four 
times in the last ten years. They now total 
£11,917,036, and represent 68 per cent. of 
the total holdings of stock exchange securi- 
ties, Mortgages on property within the 
United Kingdom now total £4,386,272, show- 
ing an increase of £574,864, compared with 
a year ago. 

In the Ordinary Department the surplus is 
£279,908. To this must be added £16,500 
transferred as profit from the industrial de- 
partment, making a total of £296,408 avail- 
able. 


The directors have decided that £139,364 
of this sum shall be applied to provide a 
reversionary bonus at the rate of £1 per £100 
sum assured to ordinary department with 
profit policyholders. This is the same rate 
of bonus as has been declared for the whole 
of the war period back to 1939. It might 
appear that the directors could have declared 
a higher rate of bonus, and this is indeed 
true. But they thought it advisable to 
strengthen the position of the Society by 
transferring £50,000 to investments reserve 
and £25,000 to general reserve and to review 
the matter in the light of the current econo- 
mic and international situation at the end of 
1949. 


I may mention that the ordinary depart- 
ment investments reserve now stands at 
£400,000 and the general reserve at £300,000, 
while there is an imdustrial department invest- 
ments reserve of £600,000. The total of 
these reserves, namely, £1,300,000, is over 
5 per cent, of the assets ; this figure, although 
substantial, is not too large, as will be readily 
appreciated when one considers to what 
extent the market value of even British 
Government securities fluctuates from time 
to time. 


In the industrial department the surplus is 
£291,675. 


I am proud to be able to state that over 
£940,000 has been applied since 1927 in 
providing special benefits to industrial de- 
partment policyholders ; these benefits were 
additional to the contractual benefits under 
their policies. 


HOUSE PURCHASE 


The Society keeps up-to-date in all depart- 
ments and sometimes claims to be right in 
the forefront with something new and attrac- 
tive. It gives me pleasure to tell you that 
the Society has recently introduced a new 
*“ Maximum” House Purchase Plan under 
which there are most interesting and valu- 
able special benefits for persons requiring 
loans on modern houses for their own occupa- 
tion, namely, money for repairs, decorations, 
etc., every five years and an annual payment 
to the widow for a period of years in the 
event of her husband’s death. This plan is 
unique and can only be obtained through the 
Society. 


THE ADVANCE ANNUITY POLICY 


Nearly five years ago the Society issued a 
policy designed to overcome the hardship 
suffered by the purchasers of life annuities. 
The new policy separated capital from 
income and enabled the policyowner to secure 
the capital portion of his benefit by means 
of tax-free loens or advances ; the policy has 
been called the Advance Annuity Policy. 


Tt will be recalled that the Inland Revenue 
questioned the legal effect of the policy and 
the matter was taken through the Special 
Commissioners, the High Court, the urt 
of Appeal, right up to the House of Lords, 
which following the example of the Court of 
Appeal, gave unanimous judgment in favour 
of the Society. 


Discussions have taken place with the In- 
land Revenue, but I regret to say that they 
have not seen fit to accept our policy with 
good grace, and we were faced towards the 
end of 1948 with the disagreeable alternatives 
of giving up the policy and the principle for 
which we had fought so hard or of issuing 
the policy notwithstanding their disapproval. 
It was not without qualms that we decided 
that risks must be run and the public interest 
must not be abandoned. Towards the end 
of November, 1948, we issued our prospectus 
and by the close of the year six policies had 
been effected for total premiums of £12,350 
and securing annual payments of £175 and 
annual increases of sums assured on which 
advances could be granted of £795. 


I have pleasure in moving that the annual 
report and statement of accounts, together 
with the valuation report, be received, 
approved and adopted. 


The proposition was seconded by Mr A. H. 
Sayer (deputy chairman) and duly carried. 
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BRITANNIC ASSURANCE COMPANY, LIMITED 


THE SERVICE RENDERED BY INDUSTRIAL ASSURANCE 


£1,104,711 BONUSES TO POLICYHOLDERS 


The 83rd annual general meeting of the 
Britannic Assurance Company Limited was 
held, on the Ist instant, in Birmingham, Mr 
J. A. Jefferson, F.I.A., presiding. 

The chairman, in moving the adoption of 
the report and accounts, said :— 

The company has maintained a very satis- 
actory rate of progress. Total funds for the 
security of policyholders at the end of 1948 
amounted to £61,887,000, which was an 
increase of £4,290,000 during the year. The 
total income was £11,631,000—an increase of 
£793,000—and claim payments amounted to 
£4,155,000, bringing the total amount paid 
in claims since the formation of the company 
to £83,369,000. 

Industrial assurance continues to play its 
part as one of the country’s most effective 
instruments of thrift and as a powerful factor 
in the fight against inflation. In a year when 
there was unmistakable evidence of a decline 
_in the general level of savings it is estimated 
that industrial assurance agents, by their 
regular calls at the homes of the policy- 
holders, collected approximately £118,000,000 
in industrial assurance premiums alone. 
These premiums, which have shown a steady 
increase year after vear, represented genuine 
savings by the public, and, what is of even 
greater importance, they will continue as 
regular annual savings in the future. Does 
anyone suppose that these premiums would 
be saved without the system of regular 
collection at the policyholders’ homes which 
is the distinguishing feature of incustrial 
assurance? In addition to this large sum 
of £118,000,000, industrial offices also col- 
lected over £55,000,000 in ordinary life 
assurance premiums. 

Industrial assurance has proved by its 
record that it is operating efficiently and at 
an economical cost to the policyholders, who 
also benefit from a voluntarily given share in 
profits. The service which we render to the 
community is based upon the personal good- 
will between the agent and the policyholder. 
It is backed by broad-minded elasticity in 
administration, which results in individual 
attention to the policyholder’s tequirements, 
his varying circumstances that may arise from 
time to time, and finally, in the prompt settle- 
ment of claims at his home with a minimum 
of formality. Any form of nationalisation 
would alter the whole character of the busi- 
ness—for the worse ; and judging by present 
examples would give less service to the 
policyholder at higher cost. 


ORDINARY BRANCH 


Over 18,000 new policies were issued in 
the ordinary branch in 1948 assuring over 
£8,100,000, the average sum assured per 
policy being £446, compared with an average 
of £390 in 1947 and an average of £214 ten 
years ago. The premium income at 
£2,994,000 showed an increase of £268,000, 
and the fund increased by £1,618,000 to 
£22,261,000. Expenses at 12.90 per cent. of 
the premiums were moderate, having regard 
to the large inflow of new business, and 
were .39 per cent. less than in 1947, 


INDUSTRIAL BRANCH 


The industrial branch premium income 
amounted to £6,340,00€, being an increase of 
£372,000, and the fund was £33,997,000— 
an increase of £2,354,000. The expense rate 
of 26.33 per cent. which was 1.09 per cent. 


lower than in the previous year, compares 
with 30.15 per cent. in 1938—the last com- 
plete pre-war year. To have made this 
reduction in a decade of steadily rising costs 
in almost every other sp) sre of industry and 
commerce is a unique achievement. Many 
factors resulting from our continuous efforts 
to improve che efficiency of our organisation 
have contributed to this reduction, while the 
extension and consolidation of our business 
have resulted in a substantial increase in the 
individual earnings of our staff during the 
same period. 


“ FUNERAL EXPENSES” BUSINESS 


Under the Industrial Assurance and 
Friendly Societies Act, 1948, the legal posi- 
tion in connection with what is known as 
“funeral experses” business is now clearly 
defined. From July 5th next, a proposer may 
only effect a policy on the life of his parent, 
step-parent or grandparent. The sum to be 
assured, when added to the sums assured 
under all existing policies taken out by the 
proposer in any office, must not exceed £20. 
Any policies taken out before July 5, 1949, 
for funeral expenses will not be affected in 
any way. We do not anticipate any notice- 
able failing off in business as a result of 
these limitations, as this class of policy has 
been a small and decreasing part of cur new 
business in recent years. 


After July 5, 1949, parents and grand- 
parents may not insure children bern on or 
after July 5, 1948, under any policy which 
offers a death benefit before age 10. We 
shall, therefore, shortly be issuing completely 
new tables for children, and we are taking 
the opportunity of making a general revision 
of the whole of our adult weekly tables, which 
will result in some improvements in the bene- 
fits we are able to offer. 


VALUATION RESULTS 


The very strong bases used at the 1947 
valuation were again adopted in 1948, 
namely, a net premium valuation by the 
latest available mortality tables at 2 per cent. 
interest in each branch. 


In the ordinary branch the surplus dis- 
closed was £791,483, inclusive of £113,987 
brought forward from 1947. Out of this 
surplus, the directors have allocated £449,711 
to declare a reversionary bonus of £1 4s. per 
cent. on the sum assured to all with-profit 
policies in force on December 31, 1948. This 
allocation is £107,418 more than a year ago, 
and the rate of bonus declared has been in- 
creased by 4s. per cent. 


In the industrial branch the surplus was 
£1,858,839, inclusive of £632,304 brought 
forward. Out of this surplus, the directors 
have allocated £600,000 for bonuses to 
Britannic policies against £400,000 in 1947. 
Since 1929 allocations for this purpose have 
amounted to £4,470,000, and every year’s 
allocation has exceeded the actual cost of the 
mortuary bonus scheme which has operated 
during the following year. Bonuses paid in 
cash on death and maturity claims have 
amounted to £1,991,100, and the unexpended 
balance is therefore £2,478,900. This sum 
is sufficient to enable the directors to declare 
vested reversionary bonuses as from April 1, 
1949, on premium-paying policies in force 
on December 31, 1948, by way of additions 
to the sums assured, ranging from 5 per cent. 
for policies 10 years in force up to 25 per 
cent. for policies in force 30 years or more. 


The declaration of vested reversionary 
bonuses in the industrial branch and of such 
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substantial ameunt is a great ste orward 
in the history of the company, paricdaate 
in view of the fact that all the Policies are 
issued without any right to participate in the 
company’s profits, 


FIRE AND ACCIDENT BRANCH 


During the year the coming into force of 
the Government’s Industrial Injuries Scheme 
resulted in a loss of £28,000 of premium 
income from Employers’ Liability busin 
but the total premium income of the Fire 
and Accident branch was enly £4,000 down 
at £431,000. The liabilities of employers to 
clams at common Jaw have been greatly 
increased by the removal of the defence of 
“common employment” and the te 
for higher awards to be granted by the courts, 
Full realisation of these factors will, I thi 
eventually lead to some recovery in the 
premiums ffom Employers’ Liability insur. 
ance. 


POPULARITY OF HOUSE PURCHASE SCHEME 


Mortgages have increased by £1,683,000 to 
£6,239,000. This expansion reflects the con- 
tnued popularity of our house purchase 
scheme. Actual new advances during the 
year were £2,300,000 but repayments of old 
mertgages are also increasing as a result of 
the maturity of the endowment policies taken 
out to repay the loans, or by the discharge 
of the mortgage by the policy upon the death 
of the borrower. Loans to local authorities 
have advanced by over £2,000,000. Most of 
this money is at 3 per cent. interest for terms 
from 16 to 20 years. 


BRITISH GOVERNMENT GUARANTEED 
SECURITIES 


British Government guaranteed securities 
are up by £2,723,000. The nationalisation 
of the railways and the electric supply com- 
panies accounted for £2,490,C000 of this tetal, 
£1,300,000 being received in exchange for 
ordinary shareholdings and £1,100,000 for 
fixed interest securities. Despite this com- 
pulscry purchase of ordinary shareholdings, 
that item actually shows an_ increase of 
£175,000 during the year, which means that 
during 1948 we invested about £1,500,000 in 
this class of security. Whilst the Govern- 
ment’s dividend limitation policy makes 
ordinary shares into something like junior 
non-cumulative preference shares, we still 
feel that the long term prospects for the 
high class companies justify these invest- 
ments. 

The difficulties of the investor continue to 
increase. His field of operation becomes 
more restricted as one after another his high- 
grade holdings pass out of the healthy and 
invigorating atmosphere of private enterprise 
into the stagnant 3 per cent. class. The new 
lines he is being offered through new issues, 
placings and introductions are, with some 
notable exceptions, poor substitutes for what 
is being taken away. As I have told you 
before, our policy is to maintain our stam- 
dards of security so far as is possible rather 
than lower them in a search for hi 
immediate yields, 


TRIBUTE TO STAFF 


We are again transferring £175,000 to our 
Pension Fund. With this transfer I 
my sincere thanks to the whole of the 
Britannic staff for their loyal and keen sef- 
vices during the year. The new Compamits 
Act has a good deal to say about what I 
term the “ inanimate ” assets ; on the greatest 
asset of all, one’s staff, it is silent. It is 4 
pleasure to report to you that the Britannic 
staff is still our finest asset. “ Pride of Set 
vice” may be a little out of fashion at 
moment, but in the Britannic we still fostet 
it as a virtue which, were it more widespread 


today, would do more than anything — 


help the country through its present 
culties. 


The report and accounts were unanimously 
adopted. " 
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4orTisH LIFE ASSURANCE 
COMPANY, LIMITED 


A YEAR OF STEADY PROGRESS 
MR CHARLES MUNRO’S SPEECH 


Mr Charles R- Munro, C.A., Chairman of 
the Board of Directors, presided at the 
annual meeting of the Scottish Life Assurance 
Company, Limited, held, in Edinburgh, on 
ihe Sth instant. 


In moving adoption of the report and 
jccounts for year 1948, the chairman said: — 


In the report brief reference is made to 
the grievous loss the company has sustained 
by the death of our laie chairman, Sir Tain 
Colquhoun of Luss, the chief of his clan 
and one of the most distinguished Scotsmen 
of his day Ihe services which Sir Iain 
rendered to the company were in many ways 
exceptional. His special talent lay in the 
knowledge of men; and _ his intimate 
acquaintance w:th the members of the com- 

y's staff all over the country, with their 
indvidual abilities, and with their personal 
problems, w of the greatest value to his 
colleagues. 


The death of the secretary and actuary, Mr 
Douglas, was 2 great loss not only to the 
company, but also to the actuarial profession ; 
he was one of the leading actuaries of his 
day. 


A SATISFACTORY RECORD 


Although the net new business of 1948 
at £3,393,000 has not reached the record 
figure attained in 1947, it is satisfactory to 
note that for the third year in succession we 
have passed the three million mark, and 
that the average business of these three years 
is almost 50 per cent. higher than the average 
in the last three pre-war years, which years 
in turn were the most successful the com- 
pany had experieurced up to that time. 


The increas: in the premium income is 
most satisfactory. In 1945, it was £631,000 ; 
and in the last three years it has risen by 
£287,000 to the record figure of £918,000. 
At this time when the official savings move- 
ment is yielding somewhat disappointing re- 
sults, this alternative method, through Life 
Assurance, of saving and at the same time 
providing against the hazards of life, is one 
which assumes considerable importance. 


PUBLIC CONFIDENCE 


Its success is, however, largely dependent 
firstly on the competitive activities of the 
field staffs of the Life Offices, and secondly 
on the feeling of public confidence in these 
institutions which has been built up during 
many years’ experience of their careful, yet 
enterprising, management and of the good 
‘tvice that their staffs give to the policy 
holders. In the general interest, therefore, it 
's much to be hoped that nothing will be 
done which will interfere with the free 
operations of life assurance offices, and it is 
encouraging that in a written reply to a 
Tecent question in the House of Commons 
the Prime Minister said that he would not 


intteduce legislation to nationalise the Insur- 
ance industry. 


As might naturally be anticipated in view 
general financial conditions, the invest- 
Ment income has not increased in the same 
ee as the premium income. The gross 
Tate of interest earned last year was £4 7s. 9d. 
ie cent. against £4 10s. 10d. per cent. for 
947 5 the corresponding net rates after 
uction of income tax, being £3 12s. 11d. 
Pet cent. and £3 13s, per cent. respectively. 


Claims by death are again very light at 


Per cent. of the amount expected by the 
table of mortality, : 


REDUCED INCOME YIELD 


Tt will be noticed that the balance sheet 
shows a substantial increase in British 
Government and British Government Guar- 
anteed securities as compared with last year ; 
and a decrease in debentures and ‘n prefer- 
ence and ordinary stocks and shares, This 
jg due to the nationalisation of the railways 
and the electricity supply companies, and 
was foreshadowed by my predecessor at the 
last annual meeting. ‘This change has, of 
course, also had its effect towards the reduc- 
tion of the interest vield on the funds. 

The total market value of our assets is 
again substantially in excess of the value at 
which they are shown in the balance-sheet. 

To sum up, the year has been marked by 
steady progress and by the futher consolida- 
tion of the greatly increased scale of the 
company’s operations as compared with the 
pre-war peried. I look with confidence to 
the continuance in future years of the com- 
pany’s successful progress. 


NEW LONDON OFFICES 


As the result of the total destruction by 
enemy action in 1941 of our London pro- 
perty at 9 and 10 King Street, E.C.2, the 
company’s London office has been housed 
since that time in temporary premises. 
There being no prospect in the meantime 
of our being able to rebuild at King Street, 
the directors have purchased an office pro- 
perty in a good ceniral position at 6, Old 
Jewry, E.C.2. It is hoped that our London 
office will be transferred from its temporary 
premises in Queen Victoria Street to the 
new address early this summer. 

The motion having been seconded by Mr. 
R. M. Guild, W.S., was adopted. 

At an extraordinary general meeting held 
immediately before the annual meeting a new 
objects clause for the Memorandum of Asso- 
ciation and new Articles of Association were 
approved. 





NATIONAL PROVIDENT 
INSTITUTION 


WHOLE LIFE BONUS £2 PER CENT. 


The annual general meeting of the 
National Provident Institution for Mutual 
Life Assurance will be held at 48 Grace- 
church Street, London, E.C., on the 12th 
instant. ° 

The following extracts are from the ad- 
dress which will be submitted by the chair- 
man, Mr Vincent W. Yorke: 


Members will recall that at the meeting 2 
year ago it was my sad duty to tell them of 
the sudden death of the Hon. Patrick Kin- 
naird, which took place a short time before, 
and whose loss we felt keenly. In his place, 
we invited Lord Tweedsmuir to join the 
board, and we extend a warm welcome to 
him and feel confident that his energy and 
knowledge of affairs will be of great service 
to the Institution. A resolution to confirm 
his election will be submitted to you later. 


The continued growth of our new business 
to a new record total of £3,840,000 is very 
satisfactory—an increase of over 15 per cent. 
in the year. 


HIGH RATE OF INTEREST EARNED 


The gross and net interest rates have 
risen to £5 6s. 8d. per cent. and 
£4 2s. 7d. per cent. respectively. I 
would draw your attention specially to a 
non-recurrent item in the revenue account, 
namely the refund of income tax not pre- 
viously taken to credit. This arises through 
ovr bringing the refund of tax due on our 
expenses of Management into line with the 
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calendar year for which the accounts are 
presented, whereas in the past we only took 
credit for this refund for the period to the 
previous March 3st. The hidden reserve 
of tax refund, amounting to about £80,000, 
has now been brought into account, and we 
have increased our carry-forward accord- 
invly. 


I will now turn for a moment to the first 
paragraph of the Triennial Report. . Towards 
the end of cach Triennium we hold a special 
review of our mortgages, ground rents and 
properties. As a result of the review last 
year we decided that the book values of those 
assets were fully secured without taking into 
account the contingency reserve that was set 
up during the war to meet certain special 
risks of depreciation or loss of income. The 
amount of £300,000 at which the reserve 
stood has been applied as to £50,000 to a 
property reserve to augment amounts alre iGy 
set aside for deferred maintenance, and the 
halance of £250,000 has been carried to the 
life assurance and annuity fund 


‘ VALUATION OF SECURITIES 


As regards the Stock Exchange securities, 
you will notice that even on the stringent 
basis of valuation that we adopt, namely 
market selling prices less accrued interest, the 
agetegate value was substantially more than 
the book value. It is actually greater in 
amount than it has ever been before. 
although the proportion of the excess to the 
total balance-sheet value of those securities 
has this year fallen a little from its peak. 


__Now I will return to the report of the 
Friennial valuation and the distribution of 
profits. Our reserves for life assurance have 
been further strengthened so that in total 
they exceed those that would be required 
on a net premium basis using 2} per cent. 
interest The bases for valuing annuities 
have also been strengthened, and full details 
are given in the valuation report. 


BONUSES 


The bonuses that we have decided to allot 
fall into two classes on this occasion. First. 
there are the ordinary bonuses for the Tri- 
ennium. On full profit policies all the basic 
rates are higher than those of three years 
ago by 5s. per cent. per annum. ‘The rate 
on whole life assurances and on endowment 
assurances maturing at age 70 or later is 
40s. per cent. per annum, which we may 
justly claim to be a very satisfactory rate 
under present-day conditions. Rates on 
other endowment assurances are on the usua! 
sliding scale, with a minimum rate of 30s. 
per cent. per annum. The extra bonuses 
on whole life assurances of long duration 
have also been calculated on an improved 
scale. We have also increased slightly the 
rate of bonus on minimum premium policies. 


Secondly, there is the special bonus. I 
have already referred to the release of the 
contingency reserve, and after careful con- 
sideration we decided to allot a single special 
bonus of £1 per cent. to certain full profit 
policyholders who received lower rates of 
bonus in the early war years when this re- 
serve was set up. I feel sure that you will 
agree that this is a proper course to take. 


The rates of interim bonus on policies 
maturing by death or survival after December 
31st last will be the same as the ordinary 
rates now declared, although as before we 
must reserve the right to review the position 
from time to time. 


To sum up the position, we have to record 
strengthened actuarial reserves, increased 
rates of bonus and a strong financial position 
generally. I feel sure that you will regard 
this as a satisfactory result of our steward- 
ship of your affairs, and we are confident that 
the steps that we have taken to safeguard 
the continuing strength of the Institution 
should enable us to mainta'n our important 
position among the leading life offices. 
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THE NATIONAL MUTUAL 

LIFE ASSURANCE SOCIETY 
RECORD NEW BUSINESS 


Mr Kenneth A. E. Moore, F.S.A., pre- 
ided, on the 6th instant, at the 119th annual 
general mecting of the National Mutual Lite 
Assurance Society, held in London. In his 
speech he reviewed the successful activities of 
the Society during 1948, and said: The 
volume of new business is once again a record, 
while claims have been very light indeed, so 
that the mortality profit is again substantial. 
Expenses show a further rise in amount, but 
because of che growth of premium income 
the expense ratio—namely, the percentage of 
expenses to premium income—is very slightly 


Jower. 
A DIFFICULT YEAR 


The past year has been unusually difficult 

r investing, particularly as further steps in 
nationalisation have inevitably resulted in a 
large increase in holdings of British Govern- 
ment securities yielding a smaller interest 
return than was received formerly. The 
Society has emerged from the year, however, 
with a capital appreciation on its funds, which 
is largely due to the investment policy pur- 
sued in the first half of 1948 of seeking to 
maintain capital values at the cost of some 
temporary loss of income. This appreciation, 
amounting to £190,000 has been added to the 
reserve fund, bringing it up to rather more 
than £1,100,000. The rate of interest earned 
after deduction of tax showed, in fact, a 
modest increase on the year. 


The valuation of the Society’s liabilities has 
revealed that the surplus earned since the last 
valuation two years ago amounts to £458,203, 
while in addition the reserve fund stands at 
£1,108,528, equal to more than 10 per cent. 
of the total assets. ‘The directors, therefore, 
have felt able to declare bonuses of 37s. 6d. 
per cent. per annum compound for whole life 
policies, and 32s. 6d. per cent. per annum 
compound for endowment assurances. The 
actuary has advised the Board that unless 
unforeseen circumstances arise these bonuses 
can be maintained in the future. It is a 
matter of interest to note that since the forma- 
tion of the “ National Mutual” in its present 
form in 1896, the average compound bonuses 
have been 34s. per cent. for whole life policies 
and 31s. 6d. per cent. for endowment 
assurances, 


DECLINE IN PRIVATE SAVINGS 


Whereas there is a considerable falling off 
in private savings as evidenced by the com- 
paratively trivial sum published by the 
National Savings Committee as the new 
savings less encashments in the past year, the 
premium income of the life offices amounts to 
more than £200,000,000 a year, an annual 
saving which will continue, since it is con- 
tractual. The life offices generally are per- 
forming a service beneficial not only to the 
individual policyholders, but also very much 
in the national interest, since private saving 
has a most important part to perform in the 
country’s economy. 


Generally speaking, there is no doubt that 
both the quantity and quality of private 
savings have seriously diminished and the 
aspect of quality deserves more attention than 
it has so far received. 

Austerity and priority for the export trades 
are undoubtedly helping us towards the 
desired haven—that of paying our way in the 
world as a nation, but clin,bing the mast of > 
sinking ship does not keep the ship from sink- 
ing or save the crew from drowning before 
that desired haven is reached, and even the 
ship of state may be in danger of foundering 
if expenditure continues to be piled on 
regardless of the consequences. One can only 
hope that these consideration: are appreciated 
in the right quarters. 


The report was adopted 


THE HALIFAX BUILDING 
SOCIETY 


SUCCESSFUL RESULTS 


The ninety-sixth annual gereral meeting of 
this Society was held, on the 4th instant, in 
Halifax, Algernon Denham, Esq., J.P. (presi- 
dent of the Society), presiding. 

The chairman, in the course of his speech, 
said: The total assets amount to £148,228,331, 
a new record, and £5,280,159 more than a 
year ago. 

The general reserve has beer. increased to 
£7,000,000 by the transfer of £500,000 from 
appropriation account, The texation reserve, 
previously amounting to £555,654, has been 
augmented by the allocation of £194,346 to 
£750,000. The investments reserve stands at 
£366,493. Total reserves and carry-forward 
amount to £8,839,136, representing almost 
6 per cent. of the Society’s assets. 


INCREASED INCOME 


Earned income from all sources amounted 
to £5,557,275, an increase of £247,771 com- 
pared with a vear ago. Interest and bonus 
paid or credited to our investors and deposi- 
tors represent an increase of £112,466 on the 
year. Taxation at £1.363,481 shows little 
change. Included in this figure is £268,000 
in respect of profits tax, a heavy charge calcu- 
lated on the basis of a special formula devised 
when the tax was imposed as the National 
Defence Contribution, and in my view 
entirely inappropriate, unduly severe and 
unfair in its effect. 

During the year the total amount advanced 
was £26,348,227, being £641,273 less than 
last year. 

I have many times called attention to the 
country’s postwar housing programme, 
regretting the undue preference shown to 
municipalities. The cosi of municipal house 
building is truly appalling, and _ reports 
recently issued by the Ministry of Health 
and the London County Council indicate a 
growing concern at the financial aspect of the 
housing problem. These reports not only 
establish that the costs are more than three 
times what they were in 1939, but that over 
£150 per house is required to meet the 
decline in the productivity of labour, a tell- 
ing indictment not only of the waste of man- 
power, but of the all-prevailing slackness in 
the administration of public funds. 

It is now four years since the Departmental 
Committee under the chairmanship of 
Viscount Ridley advised the Government that 
“Tt is urgently necessary that. the present 
chaos of overkapping statutes should be 
replaced by a single comprehensive Act in 
which the whole law relating to rent control 
should be clearly set cut’ Nothing has been 
done in connection with this very necessary 
reform—indeed, the position is further com- 
plicated by the new Landlord and Tenant 
(Rent Control) Bill. I very much hope that 
without undue delay the recommendations of 
Lord Ridley’s Committee will receive legis- 
lative consideration, 


DEVELOPMENT CHARGE-RIGHT OF APPEAL 


There is one aspect of the Town and 
Country Planning Act which calls for recon- 
sideration ; I refer to the absence of a right 
of appeal against the amount of the develop- 
ment charge. A person proposing to carry 
out operations which are censidered by the 
planning authority to constitute development 
has a right of appeal against such a decision, 
but he has no right of appeal against the 
amount of the developnient charge when 
determined by the Board on the advice of the 
District Valuer. The matter of valuations is 
One upon which expert opinion differs greatly 
in many cases and, whilst recognising the 
District Valuer’s desire to be fair and reason- 
able, I suggest that there ought to be some 
independent tribunal to which an appeal as to 


the amount of ihe development charge can 
be made. 
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HOOVER LIMITED | 
A RECORD YEAR 


The twelfth annual general meet; 
ee et 
Hoover Limited was held, on ae 
instant, at Perivale, 


Mr C. B. Colston, C.B.E., M.c. 
(chairman and managing director) ye 
course of his speech, said: Your company 
has continued to make excellent progres; 
during the past year. The sellers’ market 
has been rapidly coming to an end and = 
day, both at home and abroad, high qualit 
and good value are essential if demand is . 
be maintained and increased. It is  strikin 
testimony to the quality and competitive 
value Of Hoover products that we have 
further expanded the various branches of 
our business in 1948, 


The reputation of your company is by; 
on the Hoover Electric Caen In inane 
turnover in the home market has not only 
been maintained ; it has been substantially 
increased. Indeed home sales were prac. 
tically 50 per cent. above the peak prewar 
year. 

In February, 1949, we introduced our new 
electric cleaner, Model 612. This de luxe 
model has been warmly welcomed by Hoover 
Dealers and by the public generally, 


SUCCESS OF WASHING MACHINE 


One of the most promising branches of out 
business is the manufacture of the Hoover 
Electric Washing Machine at our factory at 
Merthyr Tydfil. ‘This factory was specially 
built and equipped and is making fine pro- 
gress. Our target of production for washing 
machines was twice increased during 1948, 
and the number manufactured exceeded the 
Original target for the year by 80 per cent, 
Having regard to the inevitable teething 
troubles in commencing the manufacture of 
a new product of this kind, we were plea- 
santly surprised that the loss for the year of 
our South Wales subsidiary manufacturing 
the washing machine was comparatively 
modest. 

The success of the Hoover Washing 
Machine, both at home and overseas, has been 
quite remarkable. We received shoals 
of unsolicited testimonials—it almost amounts 
to a fan-mail. At our last meeting, I ex- 
pressed my confidence in the future of the 
Hoover Washing Machine. That confidence 
has been fully justified by public demand. 

We are increasing the production of our 
washing machine in an endeavour to mett 
demand, and in 1949 it is expected to be 
more than three times that of 1948. Given 
reasonably normal conditions, I believe that 
this branch of our business should achieve 
major dimensions and add substantially to the 
income of the company. 


GROWTH OF TURNOVER 


Summarising the progress of our business 
as a whole, the total turnover has substat- 
tially expanded, and in 1948 it was neatly 
three times as large as in the peak prewal 
year. Having regard to the fact that te 
prices of our electric cleaners have been kept 
down almost to prewar level, this increas 
of turnover is all the more impressive. Exposts 
are becoming more difficult, but nevert 
the total of cur export trade in 1948 substan 
tially exceeded the previous record of expotts 
achieved in 1947. ma 

The consolidated profit of Hoover Limite! 
and its subsidiaries is £829,072, compat 
with £650,360 in the previous year. This 
a record in the history of the company. " 
directors recommend a final dividend of * 


per cent., and a cash bonus of 10 per cent. 
on £800,000 ordinary stock of the company) 
and a final dividend of 3 and one-third p* 
cent. and a cash bonus of } and two-thirds Pe 
cent. on the £135,000 new ordinary St 
the company, less income tax. 

The report was adopted. 
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SELFRIDGE (HOLDINGS) 
LIMITED 


EXTRACT OF 
CHAIRMAN’S STATEMENT 


In compliance with the provisions of the 
new Companics’ Act, we are submiiting the 

rate balance sheet of Selfmdge (Holdings) 
Limited together with the consolidated ac- 
counts. As these consolidated accounts cover 
the whole of the wading activines. including 
those of our principal trading subsidiary, 
Selfridges Limited, and also our wholesale 
and export company, Portman (Wholesale 
and Overseas) Limited, it is t the figures 
chown in these consolidated accounts that I 
shall refer. 


The trading profit amounts to £785,717, a 
decrease Of £37,325 on last year. Sales agai 
increased, but following*the trend of the last 
wo years, the rate of gross profir fell, while 
expenses further increased in amount. As 
noted in the profit and less account, in arriv- 
ing at the trading profit, losses arising from 
certain reductions in the rate of purchase tax 
during the year, amounting to £31,258 were 
charged against the reserve previously made 
for this contingency, with regard to which 
matter I refer later in these remarks. 


APPROPRIATIONS AND DIVIDENDS 


Depreciation and debenture interest 
amounted to £72,931 and taxation. based on 
the profits of the year. to £398,296, leaving 
an available profit for the year of £314,490, 
compared with £328,374 for last vear. From 
this profit we have appropriated the usual 
annual instalment of sinking fund for the re- 
demption of debenture stock £11,926, re- 
serve for staff pensions £20,000 and reserve 
for loss of purchase tax £100,000, leaving the 
distributable balance for the year £182.564, 
to which falls to be added the amount of 
£220,494 brought forward from last vear, 
making available a sum of £403,058. Divi- 
dends on the preference stocks absorb 
{86,626 and the directors again recommend 
the payment of a final ordinary dividend of 
§ per cent. and bonus of 4 per cent.. making, 
with the 4 per cent. interim dividend paid in 
September last a total distriburin for the 
year On the ordinarv stock of 14 per cent., 
leaving £235.578 to be carried forward to 
next year. 


BALANCE SHEET 


On the assets side of the balance sheet you 
will observe that current assets amount to 
41,557,240 against = current _ liabilities 
£1,067,757. Included in these current assets 
stock stands at £669,123, a figure we consider 
to be conservative but as it shows a decrease 
of £203,216 a word of explanation is neces- 
sary. A year ago supplies of merchandise in 
the country had greatly increased and in 
view of the uncertainties and the early indi- 
cations of price resistance on the part of the 
public, we decided to take in sail and find 
Ways to better the rate of stock-turn with 
a lewered overall stock limit. 


It will be observed that the amount of 
debenture stock outstanding has increased by 
£41,770. This is due to the fact that a 
further £49,250 stock was issued during the 
year at 1015, while £7.480 stock was re- 

ed out of the annual sinking fund in 
accordance with the terms of the debenture 
trust deed. Apart from an increase of 
£119,740 in the holding of cash and tax certi- 


ales, no other item in the balance sheet 


calls for comment. 


HEAVY TAXATION. BRAKE ON 
CONSUMPTION 


; When last we met I abstained from making 
"ny forecast, but expressed the view that the 
results) would largely be governed by the 
a of success which the Chancellor of 

¢ Exchequer achieved through his policy 


ef disinflation. It soon became evident that 
1948 would be a year of transition and this 
seems likely to persist throughout 1949, 
Yhieugh a policy of heavy taxation, the 
Chancellor has applied a heavy brake on 
consumption and whilst much change in this 
policy in the near future seems unlikely, other 
winds may blow up before long to make it 
necessary to introduce some reliefs. 

By far the most objectionable and unpepu- 
lar trading factor today is purchase tax. No 
One questioned its introduction o1 its merits 
im warume, but conditions have changed and 
reseniment against it is growing. I do not 
believe the public, as a whole, can distinguish 
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the goeds which are taxed from those which 
are exempt and the resentment really arises 
from the inflation of prices caused by the 
tax. Half the items on the schedule should 
be blue-pencilled and regarded as necessities 
in this present age, and the inclusion of many 
articles is so illogical as to be senseless. 

As has already been mentioned, we debited 
to a reserve, created earlier for the purpose, 
a loss of £31,258 and we have thought it 
prudent to add £100,000 to such reserve 
against similar losses in the future, unless 
some remedy can be found whereby retailers 
can recover tax paid should the tax be 
abolished. 





THE MATADOR LAND AND CATTLE 
COMPANY, LIMITED 
CONTINUED PROGRESS 
HERDS AND RANCHES IN FINE CONDITION 
MR W. D. MACDOUGALL’S STATEMENT 


The annual genera! meeting of The 
Matador Land and Cattle Company, Limited, 
was held at the company’s office, 93 Com- 
mercial Street, Dundee, on the Ist instant, 
Mr W. D. Macdougall, chairman of the com- 
Pany, presiding. 

The following is the chairman’s statement, 
which had been circulated with the report 
and accounts for the year ended Decem- 
ber 31, 1948:— 

The report for last year, which has been 
in your hands for the statutory period, is so 
full as to require littk comment from me, 
and the accounts show figures which are suffi- 
cient in themselves to commend them to your 
adoption. They reflect a conunuous advance 
in the company’s fortunes, starting in 1938 
w-th a profit of £19,769 and moving up from 
last year’s figure of £225,414 10 £291,552 for 
the year to December 31, 1948. 


BALANCE SHEET 


Turning to the balance sheet, I would draw 
your attention to the fact that the herd, land, 
improvements and equipment have, under 
the new Companies Act to be shown at the 
original cost, where this cam be ascertained. 
This has been done, and it will be observed 
that a sum of £275,714 has been written off 
the three items mentioned, meaning, of 
course, that the values at which they stand 
in the balance sheet are very conservative. 

Dealing with the share capital, while the 
issued capital is £200,000, the shareholders’ 
equity is shown at £953,133, reflecting a very 
strong position. A large part of the cquity 
value is represented by cash which, in these 
uncertain times, we think it desirable to 
conserve. 


CATTLE PRICES 


The general manager’s final report on the 
year is, as usual, detailed, informative and 
interesting. I shall not go into details, but 

roadly speaking the herds, the ranches and 
their equioment are in fine condition and fit 
to face the uncertain future with confidence. 
During 1948 the fat cattle market was ex- 
tremely erratic, but we are sure Mr 
Mackenzie dalt with it with skill and 
prudence. At the moment of writing the 
price of good grade beef has fallen. Mr 
Mackenzie deals in his report at considerable 
length with this matter of cattle prices and 
ends on a hopeful note. I am not to commit 
him to any particular date, but he expects an 
improvement in the early summer and to oct 
accordingly. The fact is that over against 
consumers’ resistance to high prices we see a 
world shortage of beef and an_ increased 
demand for it—resulting, of course, in the 
erratic movements I have referred to. 

A good deal of anxiety has been caused by 
the severe snowstorms and intense cold which 
has affected certain States, and we must 
expect some loss in certain pastures situated 


in the blizzard areas, but the number of our 
cattle pastured there is comparatively small 
and the great ranches of Matador and 
Alamositas are hundreds of miles from the 
real area of trouble. Indeed, to date the 
weather in our main ranches has on the 
whole been favourable this spring. These 
losses in the North-West will naturally 
reduce, in course of time, the number of 
cattle to be sent to market, by cattle raisers 
in that area. I direct your attention to Mr 
Wright’s short account of his visit to the 
ranches. I think it well that there should 


be contact betweer the personnel here and 


the personnel out there. 
RECONSTRUCTION COMPLETED 


We have now completed the capital recon- 
struction of the company under the super- 
vision of the Court and without attracting 
any of the heavy taxation threatened on our 
original scheme. We have inter alia changed 
a personal liability on the old shares into 
unissued shares which can be issued at any 
tume without any liability om any share- 
holder to take them up, and have trans- 
formed 300,000 issued shares of 13s. 4d. with 
an outstanding liability of 6s. 8d. per share 
into 800,000 shares of 5s. each fully paid. 
This operation has met with universal 
approval. 

In the recommendations which I shall 
make we have loyally followed the voluntary 
understanding to limit dividends. But both 
aS a company operating entirely abroad, and 
one making profits far in excess of the divi- 
dend declared, we are in a special position. 
A short calculation shows that the amount 
added to the carry forward this year advances 
it to a sum (including the item future 
revenue) equivalent to seven times the 
amount distributed in dividend. Clearly, we 
are in an exceptional position as regards 
revenue with a balance sheet of unusual 
strength. 


TRIBUTE TO MANAGEMENT 


We are fortunate, too, in our management, 
In Mr Mackenzie we have a manager of great 
experience and ability who is keenly in- 
terested in the success of the company. Last 
year we welcomed John Junior as_ his 
assistant, and we have read with pleasure his 
letters from the ranches. We are sure he 
will be a loval and capable colleague to his 
father. To all our organisation at Matador 
under Mr John Stevens, and at Alamositas 
under Mr. Roland Howe, we extend our 
acknowledgments. For his constant interest 
in the company’s affairs we are grateful to 
our friend Mr Drought. To Mr Mackenzie, 
then, and all his colleagues and asistants our 
best thanks and our congratulations on the 
resulis achieved. 

The report and accounts were approved 
and adopted. 
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THE ALLIANCE TRUST 
COMPANY, LIMITED 


SATISFACTORY RESULTS 


MR W. D. MACDOUGALL’S 
STATEMENT 


The sixty-frst annual ordinary general 
meeting of The Alliance Trust Company, 
Limited, will be held in the Company’s Office, 
Meadow House, 64 Reform Street, Dundee, 
on the 29th instant. 


The foliowing is the statement by the 
‘hairman (Mr W. D. MacDougall) circulated 
with the report and accetnts:— 

I must refer to the loss sustained by the 
Company in the death in tragic circumstances 
of Mr Harold S. Sharp in January of this 
year. Mr Sharp joined the Board eleven years 
ago, bringing to our counsels a wide experi- 
ence of business affairs and a high sense of 
responsibility—qualities of which it was hoped 
we would have the benefit for many years to 
come. He was a member of a family which 
has rendered valuable services to the Company 
over a period of nearly forty years and which 
has been represented on our Board almost 
continuously during that period. It is with 
great regret that I have tw record the end of 
this leng and fruitful association. 

The form of the accounts now presented to 
you shows the minor alterations necessary to 
comply with the Companies Act, 1948 ; in 
addition, we have taken this opportunity to 
restate the dollar items in the accounts at the 
present official rate of $4.0325 to the £. This 
alteration does not affect the final revenue 
result, but it follows that certain figures in the 
balance sheet and revenue account are not 
comparable with those of the previous year, 
and the latter, therefore, have been omitted 
on this occasion. 

Gross revenue has declined slightly by 
£9,485 to £870,689; this is more than 
accounted for by the smaller amount of 
arrears collected and by changes in the date 


of receipt of dividends from a number ot 
companies. The results, therefore, are more 
satistactory than I anticipated a year ago, 
showing as they do that collections on the 
whole have been maintained at what in our 
experience is a high level. 


DIVIDEND 


There is available out of the year’s revenue 
—after payment of interest on prior charges 
and preference dividends—the sum _ of 
£286,456, representing 49.60 per cent. on the 
ordinary stock, as against 50.67 per cent. a 
year ago. We propose to repeat last year’s 
dividend of 30 per cent., which will absorb 
£173,251, leaving a surplus of £113,205. 
While these figures clearly would jusufy a 
higher dividend, the outlook for industrial 
profits is uncertain, and it may be that we are 
entering a period when the limitation of divi- 
dends will be observed mot as a matter of 
policy but of necessity. With this in mind, I 
feel that the interests of our stockholders are 
best served if we continue to pursue a 
conservative policy. 

Of the surplus of £113,205, £45,000 has 
been carried to general reserve fund and, 
subject to your approval, we propose to trans- 
fer £20,000 to provide for staff pensions, leav- 
ing £48,205 to be added to the amount to be 
carried forward to next year. The provision 
for staff pensions is intended to meet the 
Company’s prospective responsibilities in 
respect of past service of officials and mem- 
bers of the staff A small annual charge in 
future should be sufficient to cover the Com- 
pany’s current obligations. This proposal is 
in accordance with modern practice ; it has 
the advantage of relieving the Company from 
the uncertainty of future liabilities and, by 
defining the prospects of individual members, 
makes fituung recognition of the services of a 
most loyal and efficient staff. 


INVESTMENTS 


Turning to the balance sheet, you will 
observe that the valuation of the investments 
shows an appreciation of £5,931,806, equal to 
50.69 per cent. on the figure of book value, 
against 54.59 per cent. a year ago. £305,104, 
Or 2.61 per cent., in the appreciation arises 
from the inclusion of the premium on dollar 
securities obtainable in London. The rise in 
our investment in the United States to 8 per 
cent. by value is also partly attributable to 
the premium. Although considerably below 
the prewar figure, our U.S interest now repre- 
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yay 


sents a substantial investment, and indeed 
substantial improvement on the level : 


ge - to whi 

it fell during the war, The wide spreading 

risks, which was always regarded as "th 
é d as the 


foundation of an investment trust’s stabiliey 
has been much restricted by the course of 
events im recent years, and in particular in 
this country by the encreachment of the State 
into a number of important fields of invest. 
ment ; if oniy for this reason, we regard the 
increase IN OUr imterest in the United States 
as a sound addition to the Company’s port 
folio. re 


RESERVE FUND 


The only other item in the accounis to 
which I need refer is the reserve fund, which 
to comply with the new Companies Act, musi 
now be divided inta a capita: reserve, comales 
ing of share premiums, and a revenue reserve 
We are advised that the issues of bonus shares 
which took place in an earlier and perhaps 
less bigoted era, may be deemed to he 4 
capitalisation of shate premiums rather than 
of the revenue reserve. Accordingly, we haye 
transferred £265,000 from the one account to 
the other, an action which we ask you to 
confirm. As the share premium account js 
now part of the capital structure to be used 
only for certain specified purposes, while the 
revenue reserve is available for the genera! 
purposes of the Company, this transfer should 
be advaniageous. With this addition, and 
with the appropriation of £45.000 from this 
year’s revenue, the revenue reserve now 
amounts to £750,000. 


OVERSEAS TRADE PROBLEMS 


I have little io add to my general comments 
of a year ago. Although we appear to have 
progressed a part of the way towards national! 
solvency, the main problems confronting the 
restoration of economic independence remain 
the same-—increased production, lower costs, 
and stricter econemy in the Government 
sphere. Recent developments in world 
markets—in the United States, for example, 
South Africa, the Argentine, and certain 
European countries—remind us that even in 
a planned and controlled economy we remain 
subject to the play of forces in other econo- 
mies whether free or conirolled. The diff- 
culties of building up and maintaining our 
overseas trade, on which all depends, become 
increasingly obvious, and until these are over- 
come the gravity of the situation must be 
constantly before us. 
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NOTICES 


UNIVERSITY COLLEGE OF SOUTH WALES 
AND MONMOUTHSHIRE 


Applications are invited for the post of Research Assistant in the 
Department of Industrial Relations The person appointed will be 
required to assist with a resear@h project into Trade Union practices 
Applicants should have an Honours Degree in Economics and previous 
research experience would be an advantage. Salary £400 p.a. The post 
is not permanent. Six copies of application with the names of three 
referees, should be sent to the Registrar, University College, Cardiff, 
not later than May 27, 1949. 

(Signed) LOUIS S. THOMAS, 
Registrar. 
University College, Cathays Park, Cardiff. 


WOMEN WANTED TO TRAIN AS TEACHERS 

Free one-year course, with adequate allowances -adapted to candidates’ 
reguirements. Applicants should be between 21 and 35 years of age; 
older women may also be considered if specially suitable. On comple- 
tion of course, student ranks as qualified teacher. Salary scale rises 
from £270 to £444, with pension on retirement. Join the profession that 
looks after the future. Write before June 30 next. when the scheme 
closes, for full details of the Emergency Teacher Training Scheme to: 
Ministry of Education (Teachers’ Branch) 23, Belgrave Square, London, 
S8.W.1. , 


SPECIALIST advisory and consulting organisation invites applica- 
4 tions from men experienced in the development and conduct cf 
training schemes for industrial operatives. University education desir 
able, preferably including psychology or sociology. “Must be prepared 
to work for periods in different localities in the U.K. Age 27-36. Attrac- 
tive remuneration.--Applications in strict confidence, giving full details 
of education and experience, to Box 5285, quoting Reference 1019: 
c/o White’s Limited, 72 Fleet Street, London. F.C. 4. 
PEA ES: 
pacers and Business Executive in early forties offers his 

services for developing and controlling industrial undertakings for 
increased production at reduced cost. Would consider Directorship, 
General Manager or Resident Consultant: Ex-Consultant, Time Study, 
Production Control, Methods and Factory layout, design, standard costs 
commerc’Si rewtine..-Write Box 105. : 


| jig = CIVIL SERVICE COMMISSIONERS invite applications for about 


two permanent appointments as Chief Accountant and about 35 as 

Senior Accountant in Government Departments. 

Candidates must be at least 30 years of age on March 1, 149. 

Candidates must have had wide professional experience and be 
members of one or more of the following bodies: — 

Institute of Chartered Accountants in England and Wales. 

Society of Incorporated Accountants and Auditors, 

Society of Accountants in Edinburgh. 

Institute of Accountants and Actuaries in Glasgow. 

Society of Accountants in Aberdeen. 

InStitute of Chartered Accountants in Ireland. 

Association of Certified and Corporate Accountants, 

The inclusive London salary scales (for men) are: — 

Chief Accountant, £1,000 x £30-—-£1,090 x £35-—£1,160. 

Senior Accountant, £750 x £25—£950. 

Rates for women and for posts in the Provinces somewhat lowet 
Prospects of promotion. 

Further particulars and application forms from the 5S cretary, Civil 
Service Commission, 6 Burlington Gardens, London, W 1, auotis 
No. 2506. Completed application forms must be returned by May 31, 1949. 






‘ie CIVIL SERVICE COMMISSIONERS invite _ applications for 
permanent appointments as Assistant Experimental Officer to be 
filled by competitive interview during 1949 Interviews will be held 
shortly after the receipt of the completed application form and succes 
ful candidates may expect early appointments. 

The posts are in various Government Departments and cover 4 wide 
variety of scientific (including engineering) qualifications. Places of 
work are spread throughout Great Britain. 

Candidates must be at least 174 years and under 26 years of age of 
August 1, 1949; time spent on a regular engagement in H.M. Forces 
may be deducted from actual age. Candidates must have obtained 
the Higher School Certificate with mathematics or a science subject _ 
a principal subject or an equivalent qualification. Higher qualifications 
will be regarded as an advantage to candidates over the age of 20. 

The inclusive London salary scale (men) is £239-£490. Rates x 
women are somewhat lower. Superannuation provision is made ' 
the Superannuation Acts. 

Further particulars and forms of application from the Secretary. 
Civil Service Commission, Scientific Branch, 27, Grosvenor Sauk. 
London, W.1, quoting No. 2522. Completed application forms should 
returned as soon as possible 
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5°42 43 Total Net Savings 
170-0 10 5-85 54 Interest on certificate s repaid 
170-0 10 4-96 32 
2: 


Oo April Ist, applications for inils to be paid on Monday, * Corrected totals. Notes m circ ulation..... 
Tuesday, Wednesday, Vhursday, Friday and Saturday Notes in banking depart- 
were accepted as to about 49 per cent of the amount G MORE 5 o . one . oon oma 56-8 49-6 39-4 
applied for at £99 Lis. Sd., and plications at higher ,0vernment bt and i j 
a were accepted in full. £ 110 wilhen (uaximun) BANK OF ENG LAND ° poe re Bens - $1299- 3:1299-2 1299-3 
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;Amt. of F cea cs ; 
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Gold Co'n and ‘ ” 
Bullion (at eS 
172s. 3d. per - 
oz, fine)..... 247,833 * Government debt is £11,015,100, capital £14, 553,000. 
_ -—— Fiduciary issue reduced from {1,350 million to £1,300 
1300, 247,833 1300, 247, 833 million on March 4, 1948. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Lewis’s Group; British Aluminium; British Lion Film Corporation; Shell Union; 
Vauxhall Motors. 
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100 100% cada Bonds ia, Feb. 15, 1950, 100% | 1002 | 0 710};1 6 2 106} | 103} i id) (4) cece 34% 1965-69.....]1 105 105 | < 17 32 
024 | 1013} War Bonds 23% March 1, 1951-53. 102 102% |,0 4 5 | 1 7 1e | 102 1olt |} fd) (2) ||Birmingham 23% 1955-57..|| 102 102 | 210 01 
J 102% ||'War Bonds 2 6? March 1, 1952-54.) 102§ 1023 0.8 5 lll 4e 6} 5 50 cc} We |Angio-American Corp. 0/- ‘| 6}xd 64xd) 316 9 
104 103, ||War Loan 34% * after Dec. 1, 1952))| 104% | 1048 | 01710) 2 11 10 Sx 7 25 6 5 a |/Angio-Iranian Oil, {1...... 8% 84 1311 6 
W3i | 102% War Bonds 24% Aug. 15, 1954-56.,, 103% | 103% 018 9/2 1 41} tO/s 13/9 | 10 b| 5 a/\Assoc, Electrical, Ord. f1...|' 74/- 75/- |4 0 0 
4 | 102i | Funding 23% fune 15, 1952-57. 1034 | 104 | 1 1.3/2 6 GF} 82/3) 7/- |) 15 ec} JS ¢ | Assoc. Port. Cem.,Ord.Stk. £1) 71/6 79/6 | 315 6 
1052 | 104% National Def. 3% July 15, 1954-58 105% | 1057 | 1 0 10 12 7 92) 33/403} 27/103, 40 €] 40 c//Austin Motor, ‘A’Ord. Stk.5/-|, 28/74 | 29/3 | 6 16 9 
W6% | 1043 | War Loan 3% Oct. 15, &955-59..../\105yyxd 105[xd) 1 2 4/2 8 61] &1/- 16/44) la 7 6) \Barelays Bank, Ord, B’ a. 78/- 78/- | 311 10 
1048 | 103). |\Savings Bonds 3% Aug. 15, 1955-65) 103g 1036 |b 8 O| 214 QL] 1281/9} 151/3 | t12$a] 112h% | Bass Ratcliff, Ord wooes|j 1856/6 | 158/- |3 3 St 
302¢ | 101 Funding 24% April 15, 1956-61. “Hho1 xd 101#ixd 1 4 5/2 6 8/} 103/9 31/3 fl 12 b 8 a British Oxygen, Ord. hss 98/9 98/9 4 41:34 
104} 103k | Funding 3 april 15, 195969 Bie 10 ted 103 xd) 1 8 9/215 Ll} 38/9) 35/- |) Bal & t Courtaulds, ve pases | 36/9 3/9 |}4 1 8 
5 | 113k = Funding 46 Ma 1, 1960-90.....- 113}xd) 113jxd 0 18 6 | 211 Ye} 30/- 25/6 || eibe i4.@ | Distillers Co., 4j-...+-|| 21/14 | 28/3 | 317 1 
103%} | 1024 |Savings fa! 3% Se t. 1. oe ot 1024 | 103% |1 910'216 Ti] A- 31/9 | 8 c| 8 ¢} Dorman Long, Ord. £1.....|| 32/9 32/9 |417 9 
99, 98t | Savings Bonds 2$% i 1 1964-67, Q8jxd) 98fxd 1 9 0/211 61) W/- | 63/6 || 15 ¢ 15 ¢ Dunlop Rubber, Ord. £1...|| 66/7 66/9 (4 ol 
j | 114i |\Victory Bonds ao 1. 1920-76; 115% | 1155 1 2 5/215 2° 49/41) 43/103, 2 6] 3.4) || Imp. Chem. Ind., Ord, Stk. ii 45/1 oft 478 
103% | 1014 Savings Bonds 3% es 2 1965-75), 102 | 1028 | 111 0} 217 lll 548 13}a} 18}4 ‘Imperial Tobacco, LE aess 5 5% $73 
NOY | 109} | Consols 4% (after. Feb. 1, 1957). 109% | 110 (018 2,213 Sf ants | 39/9 || We 10 ¢ | Lanes. Cotton, Ord. Stk. {ij 39/74 39/104 5 0 4 
Wi | 105% |'Conversion 3 %, (after Apr. 1 1961)i| 105Hxd'.106 |= 1 7 5} 217 1Of} §1/6 | 43/108; 1c 10 ¢ Lever & Unilever, Ord. {2..| 45/3 | 45/3 |4 8 5 
ah 19% Treas, Stk. 24% (after Apr. 1. 1975)|, 79yxd| 79f | 114 6|.3 2 9Ff 61/5 | 52/6) 10 ¢} 15 ¢\\London Brick, Ord. Stk, i 61/-xd} 59/6xd 5 0 10 
100 984 |'Treas. Stk. 304 (after A r. 5, 1966). 98gxdi 99 | 113 4/3 0 Tf} S3/6) 44/- | Slim ha | P’chin J’nson, Ord, Stk. 10/-|) 45/9 | 47/- 5 6 5 
102% | 100 | Redemp. Stk. 3% Oct. 1, 1986-96.) 101fxd, 101f. | 112 1 1218 Qf] 52/3] 44/- | 12 ¢| 12 a). & O., Def. Stk. {1...... | 45/9 | 46/715 2 8 
at 79 \Consols 24% 7 BOA_xd 80 1114 3/3 2 3 | Bh | Sb [tye Tifa ¢ ‘Prudential, ‘A’ £1.........|| 33xd | 33xd/2 6 9F 
] 101$ Brit. Elec. 307 Sid hea i 1968-73) 102gxd) 102%, | 110 7 2 17 31} 57/9} 56/- hc} ge ‘Stewarts & Lloy yds, Def. £1. i 56/9 66/9 14 8 1 
12 1014 ‘Brit, Elec. 3°, Gtd. a 15, 1974-77), 101g | 102)" | 311 1}217 10d] 18/9 - t2ha 8 i Shell Tesnaphs Cott Stk. i 64/44 | 64/44 | 2 : 6T 
| 100 Brit. Trans. $% Gtd. July 1, 1978- “88 101} | 101 im 3/3: 4 6 | 12a me {Tube Invst. 6% 64/4 9 
| 101 ee S| loaxa_1024 87) 15/3 | 11}5 | (Turner & Newall, Ord. Sth. fil n= | 12/3 | 316 8 
Brit. Trans. 3% Gtd. April 1, 1968-73 8573 | 79/3 15°b| 65 @|\Woolworth (F. W.). Ord 5/-| 83/3 a3/s | 4 310 
mean yields on stocks optionally or -y rgb € a a _—~ ae Redemption / / | | i i | 
out on the assu ion that they wil! be repaid a on st da - - 7 ; 
on other dated weer erat that cusehe paying over 3 per cent will be redeemed (a) Interim. (b) Final {e) Whole year. (d@) int. paid halfyearly. (¢) To earliest 


ae st date oo marked Ng an ere — _ —< Soe redemption date. ) To latest redemption date mi 15 months Yield basis 25%, 
e (mar TT). in) Net yields lowing 
m the £. } Flat vield  * Assumed everage life 15 years 6 months. 1 Free of tas. 











688 


THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


























CAPITAL ISSUED AND FULLY PAID UP.- $20,900,090 
RESERVE FUNDS STERLING - - - - £6,003,000 
RESERVE LIABILITY OF MEMBER - - - - $20,000,000 
Head Office: HONGKONG 
‘ M °K Tan Hons ssn A. M rt 
London Office : 9, Gracechurch Street, E.C.3 
London Managers: 8. A. Gua 4. MVM. the wean WV ‘ 
BRANCHES 
BURMA INDO-CHINA MALAYA Nonrvre 
Rang Maiphous Johore Baler BORN KO (Con) 
CEYLON Saigon Kuals Nanmiakan 
Color JAPAN Lump Tawau 
OHWINA Kobe Mal» PHILIPPINES 
Am Kure Murr tei! 
Cant i rs Tokyo Penang Manin 
Chef ! as Yokohama Singapor SIAM 
Chunking HONGKONG JAVA Sungei Pata: Banghok 
*Dairen Hongkong ihalavia Telak An UNITED 
Feochow Kowloon Sourabaya NORTI KINGDOM 
Hankow Mong kok MALAYA BORNEY London 
*Harbin (Kowtoon) Oameron Branei Tow USA 
Mouk de INDIA Higttands de lion New York 
Nanking Bo ‘ Ipoh Kuala 6 an Fran 


r ‘ Ca ‘ * Branches not yet re-opened 

BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Execators is also undertaken by the Bank's Truste 
Companies tr 
ONG 


HONGK 








LONDON SINGAPORE 





UNIVERSITY OF ABERDEEN 


LECTURESHIP IN POLITICAL ECONOMY. 

Applications are invited for the Lectureship in Political Economy. 
Salary, £600-£750, placing according to qualifications and experience, 
with F.S.S.U, and Children’s Allowances. Applications to be lodged 
by April 30, 1949. Form of Application and Conditions of Appointment 
may be obtained from the undersigned. 

The University of Aberdeen. H. J. BUTCHART, Secretary. 


UNIVERSITY COLLEGE OF SWANSEA 


The Council of the College invites applications fer the following 
pusts ; — 

(i) Lecturer in Politics. Salary on the scale £500 to £750 per annum 

cording to qualifications and experience. The Lecturer will be required 
to give. courses on Political Institutions and Political Theory. If 
possible, the Lecturer should also be qualified to give courses either in 
international Relations of in Public Administration. 

(ii) Director of Research in Social Studies. Salary within the range 
£800 to £1,000 per annum according to qualifications and experience. The 
duties of the person appointed will be to direct and supervise the work 
of a number of Research Assistants engaged on social and economic 
research in South Wales. 

(iii) Either an Assistant Lecturer (commencing salary £450 per annum) 
or « Lecturer (salary on the scale £500 to £750 per annum according to 
qualifications and ——- in Economics (Statistics). 

(iv) An Assistant Lecturer in Pure Mathematics and an Assistant 
Lecturer in Applied Mathematics. Commencing salary in each case £450 
per annum. 

(v) Temporary Assistant Lecturer in Mathematics for three years from 
October 1, 1949. Salary £450 per annum plus supe) annuation. 

further particulars about the posts may be obtained from the Regis- 
trar, University College, Singleton Park, Swansea, by whom applications 
must be received on or before April 23, 1949. 

THE UNIVERSITY OF SYDNEY 
RESEARCH CHAIR IN AGRICULTURAL ECONOMICS 

The Senate will shortly proceed to the appointment to the newly 
established Research Chair in Agricultural Economics. Applications are 
invited for the Chair. The Professor will be required to devote his time 
primarily to original research in the fleld of Agricultural Economics. 
Salary will be at the rate of £1,500 (Australian) per annum. There is a 
normal retirement provision on the lines of the Federated Superannua- 
tion System for Universities and, in addition, a pension of £400 (Austra- 
lian) per annum upon retirement after attaining the age of sixty years 
‘~he Senate reserves the right to fill the Chair by invitation. A state- 
nent of conditions of appomtment and information for candidates may 
be obtained on application to the Association of Universities of the 
British Commonwealth, 5 Gordon Square, London, W.C. 1. Applications 
close on May 15, 1949, and should be forwarded direct to G. Dale, 
Registrar, University of Sydney, New South Wales, Australi: 


OFFICE OF THE REGISTRAR-UNIVERSITY OF RANGOON 


APPLICATIONS invited for GEOLOGY Lectureship (Palwo. and 
Stratig.) on contract for g, 3 or 5 years. Salary scale rupees 9,600—600— 
14,400 (£720—£45-—-£1,080) "per annum. Initial salary will be fixed accord- 
ing to qualifications and experience. Successful candidate joins service 
at Rangoon, June 1, 1949. Applications must reach Registrar by May 15th 
latest. First class sea return passages provided 


CIVIL SERVICE COMMISSION, DUBLIN 
POSITIONS VACANT 
Statisticians (at least two) in the Central Statistics Office, 


Application forms etc. obtainable from the Secretary, 45, Upper 
O'Connell Street, Dublin. 

Salary Scales ; Women and Unmarried men under 30 years of age 
£4135 to £965; married men and unmarried men over 30 years of age on 
date of appointment—£435 to £1,095. Higher initial salary in certain 
cases. 

Essential Qualifications include Honours University degree (or equiva- 
lent), in Mathematics, Mathematical Physics or Mathematical Statistics, 
or Honours University degree (or equivalent) with evidence of special 
coneeee for Mathematics and adequate experience in practical statistical 
work, 

Note > Successful candidates may be sent to the U.S.A. for special 
ag in statistical work. ; 

atest time for accepting completed application forms: & p.m. on 
April 19, 1949. . 


PRODUCTION MANAGER, 34, A.M.LP.E., A.1.1LA., seeks post offering 
scope for initiative; 15 years’ light engineering, design, manufac- 
ture, production control; aptitude for teaching; still studying economics, 
Ssoctology, statistics, industrial administration; would accept any 
satisfying work holding reasonable prospects.—Box 103. 


OTHER NOTICES APPEAR ON PAGE 686 
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Head Office : Branches throughout 


EDINBURGH . SCOTLAND 


€sTo 1825 
LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 


18/20, Regent Street, Piccadilly Circus, S.W.t, 


Every de-caption of Banking Service undertaken 


REFUGE ASSURANCE COMPANY, LTD, 
Chief Office: OXFORD STREET, MANCHESTER, 1 











ANNUAL INCOME EXCEEDS £18,000,000 
ASSETS EXCEED £107,000,000 
CLAIMS PAID EXCEED €198,000,000 


(1948 Accounts) 


THE ALEXANDRIA WATER COMPANY, LIMITED 
ALEXANDRIA, EGYPT 
ANNUAL GENERAL MEETING 


NOTICE IS HEREBY GIVEN that the seventy-first ORDINARY 
GENERAL MEETING of the Shareholders will be held at the Company's 
Offices, 61 Avenue Fouad ler, Alexandria, on Thursday, April 28, 1 
at half-past four in the afternoon, for the transaction of the ordi 
business of the Company, pursuant to Act of Parliament, and for the 
purpose of considering and, if thought fit, passing the subjoined resolu- 
tion as a special resolution: — 

Resolution: —That, in accordance with Section 185, subsection (7) (a) 
of the Companies Act, 1948, the Articles of Association of the Compaay 
be altered to include the ee additional article: — 

84 @.—Section 185, subsections (1) to (6), of the Companies Act, 194 
shall not apply. , 

Holders of share wairants to bearer desiring to attend or to be repre- 
sented at the Meeting must deposit their share warrants in London 
before April 14, 1949, or in Alexandria before April 25, 1949. until after 
the Meeting, at the National Bank of Egypt, 6 King William Street 
London, E.C 4, or at the National Bank of Egypt, Siexanare or at 
some other mpeeete bank in London or Alexandria. 

A Member of the Company is entitled to appoint a proxy to attend and 
vote at the Meeting in his stead and any proxy so appointed need not be 
a Member of the Company. 

Dated, Alexandria, Rayot, February 25, 1949. 

By order of the Board, 
ROBERT WALTON, Manager. 


NATIONAL COAL BOARD 
NORTH-WESTERN DIVISION 

A vacancy exists in the North-Western Division for a Deputy Div- 
sional Finance Officer. 

Salary according to experience and qualifications (Grade £675 to £876). 

Candidates should have good accountancy and costing knowledge, with 
experience of report writing: experience of the preparation of financial 
statements im connection with Valuations would be an adyvantage,.... 

Applications, stating age, qualifications and experience, should be 
addressed to the Divisional Establishments Officer, National Coal Board, 
North-Western Division, 47 Peter Street, Manchester 2. 
yr eee OR INCORPORATED ACCOUNTANT. A _ first-class 

old-established Company in the Home Counties (Capita! £1,000,000), 
which is expanding, invites applications for the appointment of CHIEF 
ACCOUNTANT § Starting salary will be not less than £1,000 p.a, plus 
a house, and there is a contributory superannuation scheme. 

In addition to having complete control of and responsibility for all 
matters normally falling to a Chief Accountant, including management 
of a departmental staff of 20. the successful applicant will be required 
to understudy the General Manager with negotiations, policy formulation, 
etc. 

There will be very good prospects for the right man. providing 
initiative and ability are displayed in relation to these extra-depart- 
mental duties. In this connection possession of common sense, an 
enquiring mind, energy and an aptitude for getting on with other 
people will be rated higher than experience. The Company's staff are 
aware of this vacancy.—-Box 104. 


lYRANSPORT AND DISTRIBUTION PROBLEMS.— Considerable 
economy and increased efficiency can be effected in most under- 

takings. Leading authority available for consultation (principals only). 

~-Box No. 596, Arthur S. Dixon Ltd., 229-31, High Holborn, W.C.1L 
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